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CAREER INCENTIVE ACT OF 1955 





MONDAY, FEBRUARY 7, 1955 


Howse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 2, 
Washington, D.C. 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 

Mr. Kirpay. Secretary Wilson, will you come around, so they can 
get some pictures? Under the rules, when we start they will have to 
leave. [ Pause. | 

The committee will be in order. 

We have met this morning for the consideration of H. R. 2607. 


(H. R. 2607 follows: ) 


[H. R. 2607, 84th Cong., 1st sess.] 


A BILL To provide incentives for members of the uniformed services by increasing certain 
pays and allowances 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Career 
Incentive Act of 1955”. 

Sec. 2. The Career Compensation Act of 1949 (63 Stat. 804), as amended, is 
further amended as follows: 

(1) Section 201 (a) is amended by striking out the tables therein and insert- 
ing the following in lieu thereof : 


COMMISSIONED OFFICERS 





Years of service 
Pay grade |— a es = - 

















Under 2 Over2 | Over3 Over4 | Over6 Over 8 Over 10 Over 12 
Seeman $963. 30 $963. 30 | $1,014.00 | $1,014.00 | $1,014.00 | $1,014.00 | $1,014.00 $1, 014. 00 
 . Seas 800. 28 800. 28 842. 40 $42. 40 842. 40 842. 40 842. 40 842. 40 
0-6 ; 592. 80 | 592. 80 624. 00 624. 00 624. 00 624. 00 624. 00 624. 00 
0-5... . 474. 24 | 474. 24 499. 20 499. 20 499. 20 499. 20 4199. 20 530. 40 
7 ee 400. 14 | 400. 14 421. 20 421. 20 421. 20 452. 40 483. 60 499. 20 
x wea 326. 04 | 326. 40 | 343. 20 374. 40 405. 60 421. 20 436. 80 452. 40 
Sie ee 259. 36 | 274. 18 | 335. 40 335. 40 351. 00 366. 60 382. 20 397. 80 
ae 222. 30 | 237. 12 296. 40 296. 40 312. 00 327. 60 343. 20 358. 80 
Years of service 
Pay grade en 5 Pe Ciena #3 ——< 
Over l4 Over16 | Over18 | Over 22 Over 26 Over 30 Over 35 
Lp, TOPO ae ..| $1,014.00 | $1,014.00 | $1,014.00 | $1,014.00 | $1,014.00 | $1,076. 40 $1, 138. 80 
IPS 842. 40 | 842. 40 | 842. 40 842. 40 904. 80 | 967. 20 967. 20 
Jo Slit teas: 624. 00 655. 20 717. 60 748. 80 780. 00 | 811. 20 | 811. 20 
i, EE aS | 661.60] 577.20] 608.40 639. 60 670. 80 670. 80 670. 80 
EEE ERS 514. 80 530. 40 | 561. 60 | 577. 20 592. 80 592. 80 592. 80 
Rae 468. 00 | 483. 60 499. 20 | 514. 80 514. 80 514. 80 | 514. 80 
2 | 413. 40 413. 40 | 413. 40 413. 40 413. 40 413. 40 | 413.40 
Ot Ge TRG | 374.40] 374.40} 874.40| 374.40 374. 40 374. 40 374. 40 
acai Bias - 
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WARRANT OFFICERS 


Years of service 


Under 2 Over 2 Over 3 Over 4 Over 6 Over 8 Over 10 | Over 12 
ws $332. 90 $343. 20 $343. 20 $343. 20 $358. 80 $374. 40 $390. 00 $421. 20 
W-3__- 302. 64 312. 00 312.00 312. 00 319. 80 327. 60 343. 20 358. 80 
Ww-2 264.82 | 273.00 273. 00 273. 00 288. 60 304. 20 312. 00 319. 80 
W-1_.- . 219.42 | 251.20 251.20 | 251. 20 266. 80 286. 30 294. 10 305. 80 





Years of service 








Pay grade NR icc hears aa) ate as  ; cueecares eee eee: pene Ss 
Over 14 | Over 16 | Over 18 | Over 22 | Over 26 | Over 30 Over 35 
} ' | | 
z | | ~ ie ae ih BRAS TR ga it cee 
 —_ ....-| $452.40 | $468.00 | $483.60 | $499.20 | $514.80 | $530.40 | $530.40 
ae [= .-| 366.60 | 374.40| 390.00| 405.60{ 421.20] 436.80| 436.80 
W-2.__. 327.60 | 335.40 | 351.00| 366.60 382.20| 397.80! 397.80 
W-1._._...-. --------------| 313.60 | 321.40} 337.00 | 352. 60 | 368.20 | 368.20 | 368, 20 
| | | i 





ENLISTED PERSONS 








Years of service 
Pay grade 












































Under 2 Over 2 | Over 3 | Over4 | Over6 | Over8 | Over 10 | Over 12 

ee i—- —— “ 

E-7.......-.---------| $206.39 $210.60 | $210.60 | $218.40 | $234.00 | $253.50 | $261.30 $273. 00 

S San sone] Beebe 179. 40 179.40 | 195.00} 214.50 222. 30 234. 00 241. 80 

| See 145. 24 163. 80 163. 80 183. 30 191.10 202. 80 210. 60 218. 40 

Saas 122. 30 140. 40 140. 40 159. 90 167. 70 179. 40 187. 20 195. 00 

STE eee: | 99. 37 117. 00 117.00 132. 60 132. 60 132. 60 137. 59 145. 24 

DU edad bin binepkce 85. 80 101. 40 101. 40 101. 40 109. 20 117.00 124. 80 124. 80 

__* a ES: 83. 20 91. 00 98. 80 98. 80 98. 80 98. 80 98. 80 98. 80 
E-l1 (under 4 

IE cccmicececs EE ee! SE ae: ee Se es Seren are 

Years of service 
Pay grade ; , 
Over 14 Over 16 | Over 18 | Over 22 | Over 26 | Over 30 | Over 35 
| | } } 

| phaciniubientwdaniomgele $280.80 | $288.60 | $304.20 | $319.80 | — 40 | $335. 40 $335. 40 

E-6....- sis (anibuneennll 249. 60 257. 40 273. 00 273. 00 273.00 | 273. 00 273. 00 

of SEER ain Ate rate Bae. 226. 20 234. 00 241. 80 241. 80 = 80 241. 80 241. 80 

cre chili decd ob sndneee tie 202. 80 202. 80 202. 80 202. 80 2. 80 | 202. 80 202. 80 

| eee ta ee 152. 88 152. 88 152. 88 152. 88 152, 88 152. 88 152. 88 

Ee aC rR eth 124. 80 124. 80 124. 80 125. 80 124. 80 124. 80 124. 80 

SESE er ae eee 98. 80 98. 80 98. 80 98. 80 98. 80 98. 80 98. 80 

E-1 (under 4 months) _.----_-__|-- Ss SAREE LA VT RE, SRS AEE, CR eee 














(2) Section 201 is further amended by redesignating subsections “(d)” and 
“(e)” as “(c)” and “(d)”’, respectively. 
(3) Section 201 is further amended by adding the following new subsection: 
“(e) Aviation cadets enlisted or appointed under the Army Aviation Cadet 
Act (55 Stat. 239), as amended, or under the Naval Aviation Cadet Act of 1942 
(56 Stat. 737), as amended, are entitled to monthly pay at the rate of 50 per 
centum of the basic pay of a commissioned officer in pay grade O-1 with under 
two cumulative years of service.”. 
(4) Section 204 (a) is amended by— 
(A) striking out the word “part” in clause (3) and inserting the word 
“clause” in lieu thereof ; 
(B) striking out the word “and” at the end of clause (8) ; 
(C) striking out the period at the end of clause (9) and inserting a semi- 
colon in lieu thereof ; and 
(D) adding the following new clauses: 
(10) duty as low-pressure chamber inside observer; 


“(11) duty as human acceleration or deceleration experimental subject; 
and 














$4123) 


duty involving the use of helium-oxy 
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the execution of deep-sea diving.” 
(5) Section 204 (b) is amended to read as follows: 
“(b) For the performance of hazardous duty as prescribed in clause (1) or 
(2) of subsection (a) of this section, a member of a uniformed service qualifying 
for incentive pay thereunder is entitled to pay at a monthly rate as follows: 





gen for a breathing mixture in 


INCENTIVE Pay For Hazarpous Duty PERFORMED UNDER SECTION 204 (A) (1) 


AND (2) 
COMMISSIONED OFFICERS 











Pay grade 


Years of service 





Under 2 








Over 10 | 





















































Over 2 Over 3 Over 4 Over 6 Over 8 Over 12 
i in ae ie ‘ 2 7 : : i ia Fe al cae te 
WN Se 5 are walang eid $155.00 | $155. 00 | $160. 00 $160. 00 $160. 00 $160. 00 $160.00 | $160.00 
Mewiccesnscecescoees 150. 00 | 150. 00 160. 00 160. 00 160. 00 160. 00 160. 00 | 160. 00 
eee or a 200.00} 200.00} 210.00! 210.00 210.00 | 210.00 210. 00 210. 00 
SR 5” 190. 00 190. 00 200. 00 | 200. 00 200. 00 | 200. 00 200. 00 | 210. 00 
a enc ananeeoe 170. 00 170. 00 180. 00 180. 00 | 180. 00 | 195. 00 | 210. 00 215. 00 
7) eee 145. 00 145. 00 150. 00 165. 00 | 180. 00 185. 00 | 190. 00 200. 00 
Se eee | 115. 00 125. 00 150. 00 150. 00 160. 00 165. 00 170. 00 | 180. 00 
| REE Ea 100. 00 105. 00 135. 00 135. 00 | 140. 00 | 145. 00 155. 00 160. 00 
| 
Years of service 
Pay grade a Tamas: 
Over 14 | Over 16 | Over 18 | Over 22 | Over 26 | Over 30 | Over 35 
| \~ 
Cg tecicahh chadewanearereasen $160. 00 $160.00 | $160.00 | $160.00 | $160. 00 $160. 00 | $160. 00 
i, Re Sai ne erate 160. 00 160. 00 160. 00 | 160.00 | 160.00 160. 00 | 160. 00 
NE ees eee RY 210. 00 220. 00 245.00 | 245.00 245. 00 245.00 | 245. 00 
Co, SRE AE EE RTE BES 225. 00 230. 00 245. 00 245. 00 245. 00 245. 00 245. 00 
gg, RE SEER Re Ae Ee ae a 220. 00 230. 00 240. 00 240. 00 240. 00 240.00 | 240. 00 
I oaies rks tuece bebe wesounsais 205. 00 205. 00 205. 00 205. 00 205. 00 205. 00 | 205. 00 
_ EE. SERRE 185. 00 185. 00 185. 00 185. 00 185. 00 185. 00 185. 00 
GN Si padkscnchamedeasecpadecas 170. 00 170. 00 | 170.00 | 170.00 170. 00 170. 00 | 170. 00 
! 
WARRANT OFFICERS 
Years of service 
Pay grade | j 
| Under 2 | Over 2 Over 3 | Over 4 | Over 6 | Over 8 | Over 10 | Over 12 
; | | eg 
Drees $115. 00 $115. 00 $115.00 | $115.00 = 00 $125. 00 $135. 00 $145. 00 
Le, ORR ae 110. 00 115.00 115.00 | 115.00 20.00 | 120.00) 125.00 135. 00 
i OR Aas 105. 00 7 00 | 110.00 | 110.00 | 118 00} 120.00] 125.00 130 00 
| See ee Se 90. 00 | 105. 00 105. 00 | 110.00 | 120. 00 125. 00 130. 00 
Years of service 
Pay grade 
Over 14 | Over 16 | Over 18 | Over 22 | Over 26 | Over 30 | Over 35 
wy | | 
ee ee ee er $155.00 | $155.00 $155. 00 $155. 00 $155. 00 $155. 00 $155. 00 
i cca Ss eee cela oo 135. 00 135.00 | 135.00 135. 00 135. 00 135. 00 135. 00 
sy, RE ES 130.00 | 130.00} 130.00 130.00 | 130.00 130. 00 130. 00 
» RE ee ere ee 130. 00 130. 00 130. 00 130.00 | 130.00 130. 00 





130. 00 | 
| 


} 
| | 
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ENLISTED PERSONS 





Years of service 
Pay grade ; " om a © 


| } : | 
Under 2 | Over 2 Over3 | Over4 Over 6 | Over 8 Over 10 | Over 12 








E-7__. maclacinidahal $80. 00 $80.00 | $80. 00 $85. 00 $90. 00 $95. 00 $100. 00 $105. 00 
E-6-__. 70. 00 70.00 | 70.00 | 80.00 | 85. 00 90. 00 95. 00 95. 00 
E-5__. 60. 00 70. 00 70. 00 80.00 80.00 85. 00 90. 00 95. 00 
E+4__. : 55. 00 65. 00 65. 00 70. 00 75. 00 80. 00 80.00 | 80. 00 
E-3_-_- A 55. 00 60.00 | 60.00 60. 00 60. 00 60. 00 60. 00 60. 00 
i a 50. 00 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 
E-1__. : 50. 00 55. 00 55. 00 55. 00 55. 00 55. 00 55. 00 55. 00 
E-1 (under 4 
months) ‘ ee, Tee . 

Aviation cadets -_ _- 50. 00 


Pay grade I PE ee a a 


Over 14 | Over 16 | Over 18 | Over 22 | Over 26 | Over 30 | Over 35 


E-7. ‘ 2 $105.00 | $105.00 $105.00 | $105.00 | $105.00 | $105.00 $105. 00 
E-6_- 100. 00 100. 00 100. 00 100. 00 100. 00 100. 00 100. 00 
E-5_. 95. 00 95. 00 95. 00 95. 00 95. 00 95. 00 95. 00 
E+... 80. 00 80. 00 80. 00 80. 00 80. 00 80. 00 80. 00 
E ate 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 
E-2_- | 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 60. 00 
= l ee 55. 00 55. 00 55. 00 55. 00 55. 00 55. 00 55. 00 


1 (under 4 months) 
Aviation cadets. - 


(6) Section 204 (c) is amended to read as follows: 

“(c) Officers and enlisted persons of the uniformed services who are qualified 
for the incentive pay authorized under subsection (a) are entitled to be paid at 
the rate of $110 and $55 per month, respectively, for the performance of any 
hazardous duty described in clauses (3) to (12) of subsection (a).” 

(7) Section 204 (e) is repealed and subsection “(f)” is redesignated as ‘(e)”. 

(8S) Section 205 (a) is amended by striking out the figures “$5” and “$30” 
and inserting in lieu thereof the figures “$5.50” and “$33,” respectively. 

(9) Section 205 (b) is amended by striking out the figure “$5” and inserting 
the figure “$5.50” in lieu thereof. 

(10) Section 205 (c) is amended by adding the following at the end thereof: 
“However, receipt of incentive pay under that section does not bar the member 
from entitlement to $5.50 for each hour or fraction thereof in addition to basic 
pay, as authorized by subsection (b) of this section.”. 

(11) The last sentence of section 303 (a) is amended by striking out the 
figure “S9” in clause (2) and inserting in lieu thereof the figure “$12.” 

(12) Section 303 (c) is amended by inserting the following at the end of the 
first sentence thereof: “Under such regulations as may be approved by the Secre- 
tary concerned, a member of a uniformed service whose dependents move in 
connection with his permanent change of station is entitled to a dislocation 
allowance equal to his monthly basic allowance for quarters. However, the 
member is entitled to only one payment of a dislocation allowance for a perma- 
nent change of station.”’. 

(13) Section 411 is amended by— 

(A) striking out the words “the five-year period following the effective 
date of this title” and inserting in lieu thereof the werds “two years after 
the effective date of the Career Incentive Act of 1955” ; 

(B) striking out the word “Act” in clause (A) thereof and inserting the 
word “title” in lieu thereof; and 

(C) striking out the period at the end and inserting the following in lieu 
thereof: “Provided further, That a member, or former member, who made an 
election under this section before the effective date of the Career Incentive 
Act of 1955 may revoke that election and make a new election under this 
section within two years after the effective date of the Career Incentive 
Act of 1955: And provided further, That all elections made after the effective 
date of the Career Incentive Act of 1955 shall be effective as of the effective 
date of that Act and no increased pay shall accrue for any period prior to 
that date.” 








Se OR at DR Ale Re INA So 
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(14) Section 415 is amended by adding the following sentence at the end 
thereof: “However, any election made under this section before the effective 
date of the Career Incentive Act of 1955 may be revoked by the member making 
such election within two years after that date, and such member is entitled to 
any increased pay on and after the effective date of the Career Incentive Act 
of 1955.” 

(15) Section 511 is amended— 

(A) by inserting “(a)” before the words “On and after”; and 
(B) by adding the following new subsection: 

“(b) Notwithstanding subsection (a) of this section, any member, former 
member, or person whose monthly retired pay, retirement pay, retainer pay, 
or equivalent pay was computed under clause (a) of subsection (a) is entitled 
to have his pay recomputed under clause (b) of subsection (a) if that recom- 
putation provides him the greater amount of retired pay, retirement pay, retainer 


‘pay, or equivalent pay.”. 


SEc. 3. Section 4 of the Naval Aviation Cadet Act of 1942, as amended (34 
U.S. C. 850¢e), is amended by— 

(1) striking out the first sentence; and 

(2) amending the second sentence to read as follows: “Aviation cadets, 
while on active duty, are entitled to the same allowances for subsistence 
now or hereafter provided for officers of the Navy, and shall, while on 
active duty, be furnished quarters, medical care, and hospitalization, and 
have issued to them uniforms, clothing, and equipment at Government 
expense.”’. 

Sec. 4. Section 4 of the Army Aviation Cadet Act, as amended (10 U. S. C. 
3038, 304, 304b), is amended by— 

(1) striking out the first sentence; and 

(2) amending the second sentence to read as follows: “Aviation cadets, 
while on active duty, are entitled to the same allowances for subsistence 
now or hereafter provided for officers of the Army, and shall, while on active 
duty, be furnished quarters, medical care, and hospitalization, and have 
issued to them uniforms, clothing, and equipment at Government expense.”’. 

Sec. 5. Any person who is entitled to retired pay, retirement pay, retainer 
pay, or equivalent pay computed at the rates prescribed in section 201 (a) of 
the Career Compensation Act of 1949 is entitled to have his pay computed at 
the rates prescribed by that section as amended by this Act. 

Sec. 6. No person, active or retired, in any of the uniformed services, includ- 
ing a reserve component thereof and the National Guard, shall suffer by reason 
of this Act any reduction in basic or retired pay to which he was entitled upon 
the effective date of this Act. 

Mr. Kinpay. I believe the Chair should make a short preliminary 
statement with reference to the question of military pay. 

I think we should have some of the history of military pay before us 
as we begin the hearings, particularly for the benefit of those who were 
not members of the committee when we last considered the subject. 
It is also true that there is no one in the Department now at the Secre- 
tary level who was there at any of the times in the past when we have 
considered pay. There are a few at the military level who were here 
at that time, and I am glad that there are some working with us this 
time who have worked with us on previous occasions, such as Colonel 
Corbin of the Air Force and Captains Martineau and Hoyt of the 
Navy. 

I am particularly glad that Mr. Hoen, who was Chief of the Staff 
of the Hook Commission, is here this morning, and: to know of his 
continuing interest in the question of military pay. 

In 1908 there was a revision of military pay scales. From 1909 until 
1949 there was no other revision of pay scales. 

I might say that I am speaking now from memory. I think I can be 
accurate. If I am not, I am sure Mr. Blandford can correct me, or 
we will correct it in the record before it is printed. 
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Between 1908 and 1949 there were many changes in pay scales. 
Sometimes the pay was raised; sometimes it was decreased. But 
there was no rhyme or reason to the manner in which any of those 
increases or decreases were made. So that in 1949 we had a patchwork 
system, which was revised at that time. 

“In 1939, the 76th Congress, when we passed what became Public 
Law 783 of the 76th Congress, which was the first expansion of the 
military service after the threat in Europe, we had one provision in 
that law with reference to military pay. The lowest pay in the Army 
at that time, the entering pay, was $21 a month, and we increased it to 
$30 a month. The purpose originally was to bring the minimum pay 
of the Army to the level of the Navy. 

In 1942 we had a pay revision. That was not a complete revision 
of the pay scales. The committee reported a minimum pay of $42 a 
month. On the floor of the House it was changed to $50 a month for 
the private and comparable rank or grade, and the law was finally 
passed at $50. 

In 1946, while we were attempting to demobilize the inducted mili- 
tary forces and to secure voluntary enlistments, we passed what 
became known as the “red apple” bill. It was, frankly, for the pur- 
pose of attracting volunteers to the service so that we could eliminate 
the drafted or the inducted personnel. 

At that time we increased the entering pay to $75 a month, an 
unheard of amount. I believe it is correct to say that it did not have 
the result of attracting the numbers of men that we required. 

In 1948 the President appointed a commission to make a thorough 
study of military pay scales. It was headed by Mr. Hook, and became 
generally known as the Hook Commission. It was composed of 
civilians in private life and not of persons in the Government. 

In addition to Mr. Hook, Mr. Whiting, of the Merchandise Mart, 
Chicago, was a member, and Mr. McHugh, vice president of American 
Telephone & Telegraph, and Father Cavanaugh, the president of 
Notre Dame University. 

They spent approximately 18 months or more in considering not 
only military pay scales but the pay scales of industry, in an attempt 
to formulate some idea as to the pay received by industry for work 
comparable to that performed in the military service. And, after 
more than 18 months of work, they made their report in 1948. 

They included in their report suggested pay scales. They also 
examined into what is now known as fringe benefits, including post 
exchange, military medical care, and all of those things that we now 
hear referred to as fringe benefits. 

The subcommittee, because of the practical situation which con- 
fronted us and knowing that we could not report any more than we 
thought we could pass through the Congress, did not grant all of the 
pay scales recommended by the Hook Commission. And even though 
we reduced many of those pay scales, after we got into the House we 
found that we had gone farther than the House would accept, and our 
first effort to pass the Career Compensation Act of 1949 resulted in 
the bill being recommitted to us for further study and, after some 
additional revisions in those pay scales, we again reported it, were 
able to pass it. Then the Senate made a few changes, and we accepted 
the Senate amendments without sending the bill to conference. 








ee 
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In 1952 there was a general program for increases in pay, that is, 
in Government pay, and Congress passed increases and they were 
comparable to the increases in industry of 10 percent for all of the 
civilian employees of the Government. 

We had a proposal for an increase in military pay of 10 percent, 
identically as had been received by the civilian employees. 

This subcommittee reported a 10-percent increase of both pay and 
allowances. The full committee reported that bill to the House and 
the House passed that bill for a 10-percent increase in pay and in 
allowances. 

The Senate took an entirely different view of the matter and had, 
what I suppose they would have termed, a selective pay increase. But 
whereas the Career Compensation: Act of 1949 and the Hook Com- 
mission report were based entirely upon responsibility assumed and 
service rendered, the Senate version of that bill was an apparent 
attempt to bring some of the lower ranks into a higher bracket and 
to reintroduce into our pay system compensation for multiple de- 
pendents which we had eliminated in the Career Compensation Act of 
1949 only after—well, an all-out effort, a maximum effort on the floor 
of the House. 

In conference, being most anxious to maintain the philosophy of the 
Hook Commission report and the Career Compensation Act, and to 
keep our military pay based upon the responsibility assumed and 
service rendered, we finally agreed on what amounted to a 4-percent 
increase in pay and a 14-percent increase in allowances. I believe it 
averaged out—there is some difference of opinion on this—the Depart- 
ment says it was 5.7 and I have always thought it was 4.6. But we 
will take the 5.7. But, anyway, we came out with a good deal less 
than was granted to the civilian employees at that time. 

The purpose of these hearings, of course, is to study and determine 
what should be done under present conditions with reference to mili- 
tary pay. 

I have offered the bill that has been suggested by the Department. 
We will use it as a working draft and determine for ourselves what 
should be done at this time. 

It is my purpose today and tomorrow to hear the Secretary of 
Defense, the Chairman of the Joint Chiefs of Staff, Mr. Hook, Sec- 
retary Thomas, Admiral Carney, General Shepherd, and others from 
the top echelons of civilian and military in the departments. 

We must complete this portion of the hearings by tomorrow. We 
will sit this morning and, if necessary, this afternoon, tomorrow 
morning, if necessary, and tomorrow afternoon. We will then recon- 
vene a week from Wednesday. There will be an informal recess in 
the House during that period of time, and it appears that we would 
not be able to secure proper attendance to hear the details of the 
bill. 

I assume that the Secretary and the top echelon of the military 
will speak in general terms, the general principles, and the general 
necessity for a pay increase. When we get to Secretary Burgess, 
Assistant Secretary of Defense in Charge of Manpower, we will, of 
course, have reached the details of the bill. 

I say this so that members may know that the details as to par- 
ticular pay scales and differentials and things of that kind will be 
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properly elicited from Mr. Burgess and from the others after we 
have reconvened. This, today, will be of a general nature, and I 
think we will save time if on technical points or individual pay scales 
and things of that kind we would hold our questions until Wednesday, 
February 16. 

Now, Secretary Wilson, we are glad to have you and we will be 
glad to receive any statement you have to make.” If you have a pre- 
pared statement, we will receive it from you without interruption. 


STATEMENT OF SECRETARY OF DEFENSE CHARLES E. WILSON IN 
SUPPORT OF THE CAREER INCENTIVE ACT OF 1955 


Secretary Witson. Mr. Chairman and members of the committee, 
in his message to the Congress on January 13, 1955, the President 
said: 

We are traditionally a peace-loving people, with a heritage founded on the 
dignity of the individual. Because our defense planning is developed within 
this framework, we seek to man our Armed Forces with volunteers to the 
greatest extent possible. This is a basic objective. 

There are many important problems that affect our military per- 
sonnel in the armed services and we are recommending in the legis- 
lation before the committee certain actions which we believe are 
necessary in order to enable the armed services to attract and retain 
capable career officers, warrant officers, and noncommissioner officers 
in our active forces. 

One of the first memoranda that I received from the Joint Chiefs 
of Staff after assuming my present responsibilities was on the one 
of The Future of the Military Services as a Career That Will Attrac 
Capable Personnel, dated February 20, 1953. I would like to “tes 
one paragraph from this memorandum at this time and also ask the 
committee’s s permission that the entire memorandum be made a part 
of the record of these proceedings: 

Mr. Kitpay. Without objection, it will be done. 

Secretary Witson. Thank you. 

In short, the current situation invites and encourages mediocrity in the 
direction and management of our Armed Forces, which the Nation can ill afford. 
Analyzed in the light of the fact that the larger function of our great national 
budget is now administered by uniformed officers, in whose hands actually 
repose the key responsibilities for caleulating vast material requirements and 
for supervising the expenditure of great sums of money, the Joint Chiefs of Staff 
feel that the Nation cannot afford to be content with any thing short of the highest 
caliber personnel for our Armed Forces. To discourage the development of a 
high quality corps of officers, warrant officers and noncommissioned officers by 
diminishing the attractiveness of such service must ultimately prove to be short- 
sighted economy with unfavorable reflections not only upon the quality of our 
defense, but upon the husbanding of our national treasure as well. 


That is the end of the quotation from the letter from the Joint 
Chiefs, in February 1953. 

The Department of Defense, as a whole, has been keenly aware of 
the problems that were outlined in this memorandum of the Joint 
Chiefs of Staff and has carefully studied the entire problem with a 
view toward taking the necessary positive actions wherever possible 
within existing authority and further develop a legislative program to 
remedy any situation not within our present administrative authority. 

We believe that the size of the armed services, as outlined in the 








ee ee ed 


1 be aera nl Oe 

















pocememak sees. 





395 


budget for fiscal year 1956, represents in general the military forces 
this country should maintain. By a continuous effort to attract to 
career military service men and women of ability and high potential, 
and through constantly improving training techniques and the avail- 
ability of better weapons, a force of this size can be an increasingly 
effective military force for the defense of the United States without 
a corresponding increase in manpower. It is also the size force which 
I think the economy of our country can continue to support as long 
as may be necessary. 

The lack of reasonable stability in our military programs over the 
years has been a most wasteful and expensive practice. We must 

1ave efficiency and economy in the operation and management of the 
Defense Establishment and in order to achieve this we must have 
quality in our personnel as well as quantity. It is important that we 
improve the effectiveness of our armed services by being able to 
stabilize to the maximum degree the personnel in those services by 
attracting and holding the highest type of personnel in our military 
service. 

All our plans and all our effort in the Department of Defense are 
directed to one principal objective: To provide an efficient military 
force which by its existence will deter aggresive acts by those un- 
friendly to the United States and which is able to at any time do 
whatever must be done to effectively safeguard the security of the 
United States. This readiness is dependent upon the military leader- 
ship and technical skills of our military personnel which can only be 
achieved after long and constant training. The integration into our 
Military Establishment of an increasing number of newer and more 
modern weapons has rapidly raised the level of technical skill and 
experience required of our military personnel. At the same time we 
are concerned about the increased requirement for technical personnel, 
and we must be ever conscious of the fact that this country cannot 
afford anything less than first-rate military leadership. We cannot 
entrust our Military Establishment to any but men of the very highest 
‘aliber who will maintain and improve the high standards of service 
and leadership which our Armed Forces have always enjoyed. 

I shall not go into a detailed discussion of the personnel problems 
or of the incentive plan we propose. I would, however, like to call 
your attention to some of the disturbing situations we now face and 
will continue to face if the present high rate of personnel turnover 
continues. 

We have been impressed for some time w ith the seriousness of the 
personnel problems in the Armed Forces, but lately we have seen an 
already critical situation get worse. Large numbers of men who en- 
tered the service during the emergency period in the past few years 
are now becoming eligible for return to civilian life. A number of 
these men have been men who were inducted for 2 years of service, 
but a much larger number of those that we will separate during the 
coming year are men who volunteered for longer periods of time. 
Approximately 1 million men—one-third of our planned size for the 
active forces—will become eligible for some form of release during 
the next year. This high turnover rate is extremely costly in dollars, 
but it is even more costly i in terms of loss of experience and operational 
efficiency. 
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Too many of our young officers and men, after receiving their tech- 
nical training, are leaving the service at the first opportunity. Asa 
result we face a continuing shortage of personnel in the 4 to 10 years’ 
service bracket and the readiness of our combat units will be difficult 
to improve if we are unable to induce more men to stay with us longer. 
Today more than at any other time in our peacetime history we must 
have men who are willing to serve anywhere in the world, undergoing 
hardships, inconveniences and the disruption of a normal family life. 
This deployment of our armed services abroad to so many areas of 
the world is also placing an increased responsibility upon our military 
personnel. 

It would be difficult for any business to survive on the same basis 
with such a high loss of experienced personnel. I know of no easy 
solution to our manpower problems. 

Many things can be done and are being done by the military serv- 
ices to improve the conditions under which our people work. This is 
being done to treat our people fairly, and we hope that it will result 
in more of them electing to make military service a career. Neverthe- 
less, we must attack the whole problem in a realistic manner and pro- 
vide materia] inducements wherever necessary that will add up to a 
comparable standard of living offered to men who are engaged in 
civilian pursuits. Military pay has fallen behind that of industry and 
it has lagged behind the advanced cost of living. Health insurance, 
retirement benefits, bonus plans, and other similar benefits are now 
widespread in industry. This has tended to neutralize the extra per- 
sonal security that a military career may have offered in years past. 

The proposed military career incentive bill has as its fundamental 
objectives the attraction of young men to a military career and the 
retention of men in this service career once they have chosen it. It is 
also necessary to offer special attractions to men who undertake par- 
ticularly hazardous jobs. 

We have given a lot of study to these problems, and I am convinced 
that the time has come when we must recognize that the present pay 
scales for military service are not sufficient recognition for the high 
standards of individual performance which military service demands 
to attract and retain the leadership and levels of skill and experience 
that are so vital to our modern military forces. It is not enough, 
however, to raise the pay of a youngster for the immediate future. 
There must be a goal to which the young man can aspire. This goal 
must include, in addition to the intangible rewards which any Ameri- 
can gets for patriotic service, an ultimate material reward commensu- 
rate with the responsibilities with which he is entrusted. If the peak 
of the career is not attractive to the type of young men we need for 
future leaders in this multi-billion-dollar defense business, true lead- 
ers will not seek a military career. For this reason, it is essential that 
we recognize the requirements for adjusting the pay of our senior 
officers as well as for the juniors. 

We know that devotion to duty and dedication to high professional 
standards cannot be bought, but I know from experience that the 
lack of good leadership at every level in a large organization can cause 
conditions to deteriorate to the point where desire to remain with an 
organization is lessened. While no exact comparison can be made 
between military leadership and executive responsibilities in civilian 
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life, the disparity between salaries available to men with top respon- 
sibilities in industry and those in the top leadership of our military 
forces is too great. soph 
A comparison can be made, however, between compensation 1n recent 
years and what it has been in the more distant past in the military 
services. During the course of the hearing I would like to invite the 
committee’s particular attention to the tables and charts that show 
basic pay scales for various years beginning in 1908 as compared to 
what they are at present. For example, in more than 45 years the pay 
of a major general or rear admiral has been increased 50 percent. The 
pay of the lowest enlisted grade has been increased by nearly 800 
ercent during this same period. Considering the inflation, our 
igher ranking officers are paid only about one-half as much as they 
were 45 years ago, while the enlisted men are paid about 3 times as 
much. 
This country must maintain a high state of readiness for the in- 
definite future, and the very existence of this Nation may depend 
upon the judgment, devotion to duty, and technical skills of our 
career military people. We owe a responsibility to our country 
to help the armed services attract the finest type of young Americans 
and induce them to make a career of patriotic service. 

The Secretaries of the military departments and the Joint Chiefs 
of Staff have asked permission to testify in support of this Career 
Incentive Act and the representatives of the military departments are 
prepared to furnish all of the detailed information that the com- 
mittee will need in its deliberations. I urge your careful considera- 
tion of this proposed Career Incentive Act which we feel is designed to 
help us accomplish what I am sure we all agree is necessary—a 
Military Establishment adequate in all ways to defend this country. 

(Memorandum of February 20, 1953, follows :) . 





THE JOINT CHIEFS OF STAFF 


WASHINGTON 25, D. C. 
FEBRUARY 20, 1953. 


MEMORANDUM FOR THE SECRETARY OF DEFENSE 


Subject: The future of the military services as a career that will attract 
capable personnel. 

1. During the course of the past several years, the Joint Chiefs of Staff have 
become increasingly concerned about the growing lack of confidence among 
Armed Forces personnel in the military services as a worthwhile and respected 
career. The Joint Chiefs of Staff are particularly concerned, however, as to 
the implications of this situation as they affect the future of the military 
Services as a career that will attract and hold capable officers, warrant officers, 
and noncommissioned officers. 

2. This concern stems from discussions, observations, and impressions gained 
on visits to military installations, both in the United States and overseas, and 
from mail and reports received from various representatives of the military 
services. A brief discussion of some of the facts which have brought about this 
problem, together with some thoughts concerning an approach to its resolution 
follow. 

3. The primary reason for this growing lack of confidence in the military 
services as a career, stems from the feeling that the Government has broken 
contract with military personnel and has changed the rules in the middle 
of the game. Military personnel feel that the Government shouid keep its part 
of the contract and abide by the rules with the same degree of conscientiousness 
as it demands from them. To support this contention, military personnel point 
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to the Van Zandt amendment, which denies retirement benefits except when 
personnel are forced out of the service with the stigma of nonselection ; the Davis 
amendment, the immediate result of which is to deny earned promotions to 
thousands of junior officers and to require the reduction of many others to the 
next lower grade; the reduction of weight allowances in shipping of household 
effects for officers, particularly when they have moved their household goods 
overseas and suddenly find that part of their shipping allowances to return 
them to the United States has been withdrawn; and, the gradual whittling away 
of fringe benefits such as commissary and exchange privileges and medical and 
dental care for dependents. Additional factors which have contributed to the 
reduced attractiveness of the military services as a career are the inequities 
between the benefits provided to survivors of Regular and Reserve personnel ; 
the progressive lowering of the standard of living of officer personnel; the in- 
creasingly frequent periods of family separation due to lack of dependent 
housing in overseas areas; and the tendency to diminish the distinction between 
officers and enlisted personnel, with resultant lack of incentive for advance- 
ment to higher rank and its added responsibilities. 

4. Aside from the material causes which have reduced the attractiveness of 
the military services as a career, the habitual slurring of the officer corps by 
some Members of the Congress and some elements of the press, together with 
the trend toward legislation by rider, have served to aggravate this serious 
situation. 

5. Various combinations of the foregoing factors have unquestionably raised 
doubts in the minds of capable young men as to the long-term desirability of a 
military career. As a result, we have been unable to attract and hold as many 
high-type career officers, warrant officers, and noncommissioned officers as are 
needed to maintain the high standards of our Army, Navy, Marine Corps, and Air 
Force. In other words, it is in the field of obtaining young officers, warrant offi- 
cers, and noncommissioned officers who wish to make the military profession 
their career that the implications of this situation are most serious. As an indi- 
eation of the seriousness of this situation, in the Army alone, 36 percent of all 
ROTC students tendered appointments in the Regular Army, during the period 
1949-52, declined; the percentage of resignations from the United States Mili- 
tary Academy has increased from 5.4 percent in 1950 to 11.9 percent in 1952; 
and, the reenlistment rate has dropped from about 60 percent at the start of 
World War II to 6.1 percent in December 1952. 

6. In short, the current situation invites and encourages mediocrity in the 
direction and management of our Armed Forces, which the Nation can ill 
afford. Analyzed in the light of the fact that the larger function of our great 
national budget is now administered by uniformed officers, in whose hands actu- 
ally repose the key responsibilities for calculating vast material requirements 
and for supervising the expenditure of great sums of money, the Joint Chiefs 
of Staff feel that the Nation cannot afford to be content with anything short 
of the highest caliber personnel for our Armed Forces. To discourage the 
development of a high-quality corps of officers, warrant officers, and noncom- 
missioned officers by diminishing the attractiveness of such service must ulti- 
mately prove to be shortsighted economy with unfavorable reflections not 
only upon the quality of our defense, but upon the husbanding of our national 
treasure as well. 

7. Although constructive remedial action is certainly indicated, many of us 
are too prone to conclude that all of the factors which have contributed to 
the unattractiveness of military service as a career require legislative action— 
and, hence, are generally outside the control of the military. Concerning unfair 
and malicious attacks made upon the military services, there is the tendency 
to accept this criticism without any attempt to keep the record straight. In some 
respects this attitude is understandable, in that it probably stems from the in- 
herent discipline of the uniformed officer and his recognition of the principle of 
the supremacy of civilian control. 

8. The Joint Chiefs of Staff feel, however, that much can be done to counter- 
act this worsening situation, and that it is our duty and responsibility to take 
corrective action as needed. Furthermore, we feel that corrective action can 
be taken without violating either the letter or the spirit of the principle of 
civilian control. In general, if we are to be successful in this all-important 
task of raising the prestige of the military services, we must insure that the 
combined efforts of the civilian and military personnel of the Department of 
Defense are harnessed and directed toward that common goal. In this connec- 
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tion, the Joint Chiefs of Staff feel that the lead in seeking desired corrections 
must be taken by the civilian element of the military departments. Pleading of 
the case by the uniformed contingent alone would be subject to discount—and 
even challenge—on the grounds of partisanship. 

9. It is imperative that we initiate action immediately with a view to devel- 
oping the best possible data on this career problem so as to be able to bring before 
the Congress and the people the serious situation which exists in the military 
services today, together with well-thought-out recommendations for correcting 
same. 

10. The Joint Chiefs of Staff would like to point out, however, that this whole 
project should be approached with full recognition of the fact that corrective 
action will not be forthcoming if our efforts are directed only to a defensive type 
of operation. In other words, emphasis should be placed on seeking out compen- 
sating benefits which will reclaim for the military those losses which have re- 
duced the attractiveness of the service as a career, rather than on trying to hold 
on to what we have left. 

11. As a first step toward the resolution of this problem, the Joint Chiefs 
of Staff recommend that you propose the appointment by the Armed Forces Policy 
Council of an ad hoe committee, consisting of the personnel chiefs of the mili- 
tary services, monitored by the Assistant Secretary of Defense (Manpower and 
Personnel), and assisted by the Director of the Office of Public Information, 
Office of the Secretary of Defense, to submit appropriate recommendations 
on the subject. 

12. Further, the Joint Chiefs of Staff recommend that you propose for 
approval of the Armed Forces Policy Council the following terms of reference 
for the above-mentioned ad hoc committee: 

(a) To undertake an all-out research effort, designed to point up those 
factors, both materialistic and otherwise, which have served to reduce the 
attractiveness of the military services as a career. 

(b) To recommend ways and means to counter those factors indicated 
in (a) above. 

(c) To indicate which of the recommendations for corrective action: 
(1) Can be handled internally by the Department of Defense, (2) require 
legislation, or (3) have particular implications with regard to the Bureau 
of the Budget. : 

(d) To determine those recommendations for corrective action which 
can be adapted to a public-information program, together with recommenda- 
tions concerning the implementing media (press, periodicals, radio, film, 
television, addresses by senior military and civilian personnel of the 
Department of Defense). 

(e) To formulate an appropriate-legislative program to include drafts 
of legislation required, together with a schedule for submitting same to 
the Congress. 

(f) To develop complete brochures on all recommendations requiring 
legislation. These brochures will serve as a basis for testimony by civilian 
and military personnel appearing before committees of Congress. 

For the Joint Chiefs of Staff : 

Omar N. BRADLEY, 
Chairman, Joint Chiefs of Staff. 


Mr. Kinpay. Thank you, Mr. Secretary. 

Are there any questions of the Secretary of Defense? 

(No response.) 

Mr. Kinpay. If not, we thank you, Mr. Secretary. You will be 
excused, if you so desire. 

We will now hear Admiral Radford, Chairman of the Joint Chiefs 
of Staff. 

I would like to say I was in error when I said if we did not complete 
by noon tomorrow, we would meet tomorrow afternoon. The com- 
mittee has the extension of the Selective Service Act on the floor of 
the House tomorrow and it will be necessary for the members to be 
at the House tomorrow afternoon. 

Just go right ahead, Admiral. 
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STATEMENT OF ADM. ARTHUR RADFORD, CHAIRMAN OF THE 
JOINT CHIEFS OF STAFF 


Admiral Raprorp. Mr. Chairman, and members of the House 
Armed Services Committee; it is my pleasure to appear before this 
committee on behalf of the Department of Defense in support of H. R. 
2607, the proposed Career Incentive Act of 1955. 

Because I know that you are well aware of the uneasy peace that 
exists in the world today, I will not indulge your time with a lengthy 
discussion of the international situation. However, I think we will 
all gree that it is because of the uneasy tensions existing in the world 
today and the dangerous threat posed to our security by international 
communism that we are forced in self-defense to maintain for an 
indefinite period of time Armed Forces of a size never before at- 
tempted by this country. Because of the unlimited nature of the 
threat as far as time is concerned, this period could be 10 years or 
it could be 50. And, since we would never be the one to initiate 
a war, we have no alternative but to remain adequately prepared 
to defend our vital interests for an indefinite period of time. 

To prepare for the long pull and not a particular peak year of 
crisis, is the cornerstone of our defense program. During the past 
18 months searching reviews have been made to determine the num- 
bers of military personnel which the Defense Department should 
maintain for this indefinite period ahead. It has been determined 
that the end strength goals for fiscal year 1956 represent the general 
order of magnitude of the size forces which we must maintain in an 
improved state of readiness in order to meet our security require- 
ments. This total for all the services is approximately 2,850,000 men, 
and as previously stated, is the largest force this country has ever 
attempted to maintain over an indefinite period of time. Other than 
minor savings and adjustments, I cannot predict any major reduc- 
tions from the above totals for any foreseeable period ahead. 

One of the greatest potential advantages of our program for the 
long pull is the big step it makes toward achieving the stability which 
we must have in order to be efficient and sound. The lack of it in 
the past, caused by our historical policies of feast or famine, has 
adversely affected the morale and efficiency of the services. It has 
cost the people of this country untold sums in treasure, and of much 
greater importance, it has undoubtedly cost us lives. Besides the 
unnecessary waste and inefficiency, such practices of false economy 
today would constitute a dangerous and unjustifiable military risk 
to our very existence. 

Since our long-range program calls for the maintenance of approx- 
imately 2,850,000 men in uniform after fiscal 1956 for an indefinite 
period, we will have achieved at that time stability in numbers of 
military personnel, but mind you, in numbers only. This is, of course, 
the first and a fundamental requirement for stability, but it is by no 
means the only one. Our next step must be to achieve stability of 
personnel within these numbers in order to have truly stabilized 
forces. Therefore, we must increase the ratio of career personnel to 
total personnel or we can’t be stable at 2,850,000. We must. somehow 
reduce the inordinate personnel turnover rate by providing the neces- 

sary incentive for larger numbers of highly qualified officers and men 
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to accept the service as a career. Only when we are able to attain a 
“hard core” of career personnel, in sufficient numbers to constitute a 
reasonable percentage of the total, will we have stability in the full 
and true sense. The proposed Career Incentive Act of 1955 is one 
of several personnel measures designed to do just that. 

Naturally none of us here would advocate a reversal in the economic 
conditions of the United States. However, it is a fact that the pres- 
ent level of prosperity in this country precludes the possibility of our 
maintaining a total of 2,850,000 men on a voluntary basis even if the 
proposed military pay scales are accepted. Although highly desira- 
ble, we do not believe that such an ideal is practical under existing 
economic conditions. Therefore, the proposed pay raises were not 
designed to achieve a 100 percent voluntary force. 

The bill is designed to induce a larger proportion of highly quali- 
fied and expensively trained officers and petty officers to remain in- 
definitely in the Armed Forces and accept the service as a career. If 
we can make the conditions of service sufficiently attractive so that 
approximately half of this force will consist of officers and petty 

cers who remain voluntarily beyond their required period of obli- 
jos service, we will add immeasurably to the proficiency and combat 
readiness of our national Military Establishment. We will also be 
able to reduce considerably the expense of excessive training require- 
ments. 

Under current eonomic conditions and present military pay scales 
I do not believe that we could attain the desired goal of career per- 
sonnel even if service life approached that of peacetime prior to World 
War II. And of course such is far from the case because of our ex- 
tensive global deployments required by the unsettled world conditions 
and multiple threats to our security. 

There are necessarily many more sacrifices required of today’s 
peacetime servicemen, including long separations from his family, 
extended and intensive operations at sea and arduous duties at far- 
away posts. Also, there is a much higher level of skill required of 
today’s serviceman. He must perform his duties under more rigorous 
conditions and accept more responsibility than was required of his 
pre-World War II peacetime counterpart. In addition, he serves 
under much greater stress and tension than ever before in peacetime. 

Thus the higher caliber of personnel needed today, plus the addi- 
tional sacrifices required of him and his family, add considerably to 
our problem. There was a time when a soldier needed to know little 
more than how to drill, clean and fire a rifle, and pitch a tent. A 
sailor who could raise and lower a whaleboat had achieved a high 
state of technical proficiency. 

Today, however, each of our services is operating the most modern 
and highly complex equipment and weapons systems ever devised by 
man. In order to obtain the caliber of personnel necessary to maintain 
and operate properly such complicated and expensive equipment, we 
are forced to compete for the same man that industry is more than 
willing to pay a premium to get. 

Increasing hazards and greater mental and physical demands 
brought on by the advancing technology of jet airplanes and atomic- 
submarine developments place new emphasis on the relative value of 
incentive-hazardous duty pay. We cannot allow our air and sub- 
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marine arms to deteriorate because of personnel instability. Nor can 
we, under the present scheme of things, employ the complex weapons 
of today without sufficient numbers of highly motivated volunteers. 

Falling reenlistment rates and the declining interest of young offi- 
cers in military service as a career prove that we are rapidly losing 
ground in the competitive demand for experienced and skilled person- 
nel. We have no choice, as I see it, but to increase the attractiveness 
of the military career. Failure to attract more commissioned and 
noncommissioned officers who will serve on a career basis will cause 
a deterioration in leadership and skill which will endanger our future 
security. 

Gentlemen, from that background emanated the philosophy behind 
this proposed pay bill. Its primary aim is to enlarge the “hard core” 
of career personnel so that it will constitute a higher and more reason- 
able percentage of total personnel. In other words, it is designed to 
increase the stability of personnel within the total numbers authorized. 
This will automatically reduce the current inefficiency and wasteful- 
ness occasioned by the inordinate turnover rates in military manpower. 

Thus, only the career man is helped by the provisions for selective- 
pay increases contained in this proposed bill. The bill provides no 
increase for those performing only their minimum obligated service. 
It likewise gives no encouragement to those who would remain in 
grade indefinitely because of failure to qualify themselves for ad- 
vancement. On the contrary, by providing larger spreads between 
grades and ranks it provides a greater incentive to those who are 
willing to learn the skills required, and qualify themselves for the 
added responsibilities of higher rank. At the same time the premium 
on length of service in grade is relatively reduced. The bill also pro- 
vides additional pay on a sliding-scale basis inversely proportional to 
rank, for personnel engaged in aviation and submarine duties. It 
provides a flat percentage increase for all others engaged in extra- 
hazardous duties. 

In brief, the problem we are facing in the Department of Defense 
is our inability to retain in the services on a voluntary career basis the 
topnotch junior officers and petty officers that we must have for the 
future security of this Nation. We do not have at this time any short- 
age of qualified officers in the higher grades. However, to insure that 
same condition a generation from now is the problem. Its solution 
requires that more outstanding young men decide on a career in the 
services at this time. How will they decide? Will the junior officer of 
the type who is the potential Eisenhower, Nimitz, or Arnold of tomor- 
row base his decision on his present pay and perquisites or will he 
consider as more important his opportunities for the long pull? 

I, for one, believe that most American youth, at least the ones we 
want, fall into the latter category. In line with the American tradi- 
tion of equal opportunity and reward for success in civil life, there 
must also be adequate and increasing reward for the serviceman as he 
progresses upward through the various stages of his career. 

Mr. Kitpay. Thank you, Admiral Radford. 

Are there any questions from any of the members of the committee? 

Mr. Harpy. I have a question or two. 

Mr. Kivpay. Mr. Hardy. 

Mr. Harpy. Admiral, on page 2 of your statement you referred to 
our inability to be stable at 2,850,000, with the present rate of turn- 
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over. At least that is the way I interpreted what you said. Is that 
what you meant to leave with us, that the proposed personnel rates 
will not provide us stability of our services at the present rate of 
turnover ¢ 

Admiral Raprorp. You mean the part where I said, “Since our 
long-range programs call for the maintenance of approximately 
2,850, 000"? 

Mr. Harpy. Down at the bottom of the page you said: 

Therefore we must increase the ratio of career personnel to total personnel 
or we can’t be stable at 2,850,000. 

Admiral Raprorp. Well, what I meant by that was that we have to 
use more officers and men in the training establishments in order to 
take care of the turnover. If the turnover should increase above 
what it is now—in other words, if our reenlistment rates go down— 
then we would have to induct or train more new men. Therefore, 
more people would have to go into the training establishment. 

Mr. Harpy. Well, I understand that you have to have a lot of 
people in the training establishment under your present rate of turn- 
over? 

Admiral Raprorp. We do. 

Mr. Harpy. And I would interpret your comments there to indi- 
cate that you didn’t feel that we would be stable at this present rate 
of turnover—I mean at that proposed personnel level—unless we im- 

proved our rate of turnover? 

Admiral Raprorp. I think that is true. Because with an increased 
turnover in personnel, we have the choice of diluting our combat effi- 
ciency or increasing the training establishment. 

Mr. Harpy. Of course 

Admiral Raprorp. I was referring to a further deterioration in the 
reenlistment situation. 

Mr. Harpy. Well, let us assume a continuation of the present re- 
enlistment rates, and that isn’t so bad. 

Admiral Raprorp. No. 

Mr. Harpy. Well, certainly, if the present rate of reenlistment is 
continued, the effectiveness of our total Military Establishment is 
bound to be reduced by the reduction in personnel which is contem- 
plated ; isn’t that correct ? 

Admiral Raprorp. Under present plans we anticipate a reenlist- 
ment rate better than we have at present. Right now we don’t have 
sufficient statistical data to determine accurately the full effect of the 
law passed by the last Congress, which provides larger bonuses for 
reenlistment. We believe this measure will result in increased reen- 
listments. So actually our plans are based on a higher reenlistment 
rate than we have today. 

Mr. Harpy. In other words, your present personnel levels, that are 
presently proposed, are based on an anticipation of a better reenlist- 
ment rate than you now have because of the bonus which was passed 
last year ? 

Admiral Raprorp. Yes; although as I said, the full effect of the 
increased bonus is not reflected in the figures. 

Mr. Harpy. Well, have you had any effect of it, an appreciable ef- 
fect of it at all? 
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Admiral Raprorp. The figures we have lag behind about 3 or 4 
months. So I would say that they do not fully ‘reflect the effect of that 
yet. 
~ Mr. Harpy. In other words, what you are saying is that you can’t 
tell yet what effect the reenlistment. bonus proposition is going to 
have? 

Admiral Raprorp. We can’t tell at this time with any degree of 
assurance, 

Mr. Harpy. But do I understand, then, that your personnel levels 
which are proposed for the future in this so-called stabilized level 
are predicated on an improvement in the reenlistment rate because of 
the bonus bill ? 

Admiral Raprorp. Yes, sir. 

Mr. Harpy. And then- 

Mr. Rivers. Let me ask him—— 

Mr. Harpy. Just a minute. Let me finish my thought. 

If that doesn’t materialize, then do I understand we won’t have 
stability at the 2,850,000? 

Admiral Raprorp. It would make us revise our plans to a certain 
extent, depending on what it turned out to be. 

Mr. Harpy. Well, I gather from your statement here generally that 
you do not contemplate that this bill will put the military on a com- 
petitive basis with industry. 

Admiral Raprorp. Well, I don’t think it will entirely. It is de- 
signed to improve the present very low ratio of career personnel to 
total personnel. 

Mr. Harpy. It would improve the ratio, and you, as I understood 
your statement further—lI believe there was something said about an 
increase in your reenlistment rate to about 50 percent; is that correct? 

Admiral Raprorp. No; I didn’t say that. I said we hope to attain 
a ratio of approximately 50 percent career personnel to total per- 
sonnel. If we could get up to a reenlistment rate of over 30 percent, I 
think it would be quite satisfactory. 

Mr. Harpy. Do you have any competition to mesaure—well, wait 
a minute. Strike that a minute. Do you anticipate that this bill 
would enable you to get to a reenlistment rate of 30 percent? 

Admiral Raprorp. I think it would do at least that and maybe 
better. 

Mr. Harpy. Do you have any computation of the effectiveness of 
our Military Establishment, assuming a 30 percent reenlistment rate 
or the reenlistment rate which you anticipate from this bill, as com- 
pared to his present effectiveness at its present personnel level ? 

Admiral Raprorp. No. It is something which would be most dif- 
ficult to assess statistically. Certainly the more experienced men we 
have in the service the more effective we would be. If we could get 
up to approximately one-half hard-core regular personnel, consisting 
of men who after their first enlistment or ‘induction, reenlist at least 
one more time, and preferably several times, then we would have a great 
improvement in our efficiency. I think that all the service chiefs will 
testify to that effect. The more stability we have and the more ex- 
perience we have, the better training the new men will receive. 

Mr. Harpy. I think we all realize that, and cert: unly that is an ob- 
jective that I subscribe to, in trying to develop a greater stability in 











\ 
é 


Am i SEIN LAL PS ie oot OS 


3 
4 








8a oie pes Dib ID IS. 


Sean 


neem er 


4 
a 











405 


the military. The thing I was trying to see through at the moment 
was what—under present conditions—how near will our Military Es- 
tablishment approach its present fighting effectiveness when these 
reduced personnel levels are arrived at if we have such legislation. 
It is rather complicated. But what I am trying to say is this—— 

Admiral Raprorp. I really don’t understand exactly what you have 
in mind. 

Mr. Harpy. The basis of this legislation at the moment, of major 
consideration, is to improve the percentage of career personnel in the 
military. 

Admiral Raprorp. That is right. 

Mr. Harpy. And thereby improve the effectiveness of the personnel 
that we have. 

Admiral Raprorp. Yes, sir. 

Mr. Harpy. All right. Now, we are proposing a rather sharply 
reduced level of personnel, down to, we say, a stabilized 2,850,000. 
Now, what I am trying to get at is this: What is your computation, 
if we pass this bill—will we achieve a fighting effectiveness with 
2,850,000 which exceeds the effectiveness of our present forces? 

Admiral Raprorp. Yes, sir. 

Mr. Harpy. All right. That is all I want. 

Mr. Kipay. Of course, on the ratio between the military and in- 
dustry, if this bill or something comparable to it is passed, it certainly 
will not hurt your efforts. 

Admiral Raprorp. No, sir. 

Mr. Kiupay. And can be expected to help. But you couldn’t guaran- 
tee today the percentage of people that it would either attract or 
hold. 

Admiral Raprorp. No, sir. We are dealing with intangibles in that 
respect. 

Mr. Harpy. Of course, that is true. But you have to have some 
objective in mind. In other words, if this is not going to attain—if 
this is not going to be enough to accomplish the objective of a, say, hard 
core that you are talking about, then you better go back and revise it. 

Admiral Raprorp. We hope it will, but if it doesn’t I think we would 
be back up here next year with some other suggestion. 

Mr. Kiipay. Mr. Rivers. 

Mr. Rivers. You have to have a selling point. 

Admiral Raprorp. Yes, sir. 

Mr. Rivers. And your selling point becomes effective at the end of 
his first enlistment, because your investment is in the initial enlistment 
or induction, and you have to sell the advantages of the service at the 
termination of his first enlistment or induction period. 

Admiral Raprorp. That is right. 

Mr. Rivers. Now, I noticed down at Charleston the other day that 
in the Atlantic Mine Fleet—that bonus about which you have been 
referring—came into very fine play. The Pacific had one enlistment, 
in the mine fleet, and the Atlantic had 32. The last day they picked 
up 7 or 8. Because that inducement—— 

Admiral Raprorp. Not because they are living in Charleston ? 

Mr. Rivers. That had a great deal to do with it, and the excellent 
representation in Congress. I will have to revise that and make it 
even stronger. 
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But here is the point I want to bring to you, Admiral: The Army 
is now about 1,100,000 plus, or somewhere between 1,100,000—you are 
coming down to 1,025,000 for the long pull, 10- to 50-year pull. There 
are technicians in the Army—and the Marine Corps is being reduced 
and also the Navy, to get to their allocated strength for the long pull, 
to get out of the feast or famine philosophy. Now, technicians are 
technicians, whether they be in the Army, the Navy, the Air Force 
or the Marine Corps. Because the gadgets which we have in the 
various services are interchangeable. T he discipline and the over- 
all expenditure on the man is a valuable asset. 

Is there any program, to your knowledge, being devised by the De- 
partment of Defense, where some of these people who do not want to 
get out of the service—and you will find them in that reduction in those 
various services—is there any program being formulated whereby 
these men will have an opportunity to enlist in that branch of the 
service which could use them, notably and namely the Air Force, 
which is going up to the 137 

Admiral Raprorp. Well, Mr. Rivers, I probably am not the best 
witness to testify on that point. But it is not my understanding that 
any of the services are refusing to reenlist any technicians who want to 
reenlist. 

Mr. Rivers. They are going to have to refuse them when they start 
cutting down. 

Admiral Raprorp. I don’t think so. They can control that by their 
reenlistments. All the services are trying to retain their experienced 
men. 

Mr. Rivers. And the reduction would not affect the men of the—— 

Admiral Raprorp. Not the trained men. 

Mr. Rivers. I see. Well, I am glad to hear that. 

Mr. Kitpay. Mr. Bates 

Mr. Mitier. Mr. Chairman 

Mr. Bares. Yes. 

Admiral, this is the largest “peacetime” force you have ever had 
in the history of the country, is that correct ? 

Admiral Raprorp. It is the largest 
Mr. Barres. That you are trying to sustain over a long period of 
time. 

Admiral Raprorp. That we are trying to maintain—and if you call 
this peace 

Mr. Bares. Well, it was in quotations. 

Admiral Raprorp. Yes, sir. 

Mr. Bares. We have to be careful with words around here. 

Admiral Raprorp. Yes, sir. 

Mr. Bares. Especially with witnesses down there. Not so much up 
here. 

Admiral Raprorp. Yes, sir. 

Mr. Bares. So you have the difference between the 2.85, which you 
want to stabilize at, and the million and a half which ma can ordi- 
narily attract on an enlistment basis into the Armed Forces. You 
have that spread in between the million and a half and the 2.85 

Now, those are people ordinarily who wouldn’t go into the Armed 
Forces. And what you are trying to do here—and this is only another 
step, which I think perhaps was “the answer to Mr. Hardy’s question, 
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in trying to retain some of those people who ordinarily get out and 
also make it a little bit more attractive for the people who are cur- 
rently in and going to make a career of it. That is about the situation 

Admiral Raprorp. That is right, yes, sir. 

Mr. Bares. So at the present time it is difficult to know exactly how 
many you will attract until you put the program into operation ‘ 

Admiral Raprorp. That is right. 

Mr. Bares. But you have an unusual situation. Because, for in- 
stance, in the Army we have twice as many, even under your plan here, 
as we had just prior to Korea. 

Admiral Raprorp. That is right. 

Mr. Bares. Twice as many. So it means you have got to put out 
attractions. 

Admiral Raprorp. Yes, sir. 

Mr. Bates. Which will permit those people to stay. 

Admiral Raprorp. Yes, sir. 

Mr. Kitpay. No other questions? 

(No response. ) 

Mr. Kitpay. Thank you, Admiral. We appreciate your coming. 

Admiral Raprorp. Thank you. 

Mr. Kinpay. Mr. Charles Hook. Mr. Hook, members of the com- 
mittee, is president of the Armco Steel Corp., and served as chairman 
of the Hook Commission. I am particularly glad to have you here 
today, Mr. Hook. I know of your continuing interest in military pay. 
I believe you and your commission did one of the really outstanding 
jobs for our Armed Forces in the study that you made in 1948 and the 
effort that you expended in 1949 in the enactment of the Career Com- 
pensation Act, and your continued interest in 1952 when we had the 
proposal. And now that you are here in connection with this—I men- 
tioned Mr. Hoen is with us, who served as your staff man in connection 
with your work. 

We will be glad to hear your statement, and we will let you deliver 
it without interruption and ask any questions after you have com- 
pleted. 

Mr. Hoox. Thank you, sir. 


STATEMENT OF CHARLES R. HOOK 


Mr. Hoox. I think I ought to preface my prepared statement, Mr. 
Chairman, with this statement, because I don’t believe I brought it 
out clearly enough. 

I have gone over very carefully the proposed pay scale and several 
times have, with the assistance of Mr. McHugh, who was a member 
of our former commission, last year—just a year ago we made a study 
of considerable length, assisted by Mr. Hoen, who was director of the 
staff, and others. So it was easy to compare this with our original 
recommendations. However, I did spend a lot of time here in the past 
2 weeks particularly, in studying this very carefully. Therefore, what 
I say to you is not based on a casual lookover of the charts and the 
proposals. 

Mr. Kitpay. Thank you, Mr. Hook. Go right ahead, now, with 
your statement. 
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Mr. Hoox. In just 2 weeks it will be 6 years since I last had the 
honor to appear before this committee, and I am happy to see so many 
familiar faces again. 

Mr. Kixpay. After 6 years, I am sure we agree with you. [Laugh- 
ter. | 

At that time, the Advisory Commission on Service Pay, of which I 
was chairman, had just completed a year’s study of military pay. 
You were then about to dicen 0 legislation based on the Commission 
report—changed somewhat but still holding to the fundamental prin- 
ciples which the Commission recommended. This legislation was 
passed and became known as the Career Compensation Act of 1949. 
Now you are about to consider legislation that will amend that act and, 
I think, it is timely. 

In our original report we stated : 

Continuing study of personnel problems, including a current review of the pro- 
posals of this Commission, should be undertaken in the Department of Defense. 
You have before you just such a review. 

In a dynamic economy, economic and social changes are continually 
evolving and creating new conditions and relationships. The free 
enterprise which characterizes the American way of living encourages 
gradual change and readjustment without Government intervention, 
except in cases of national importance and security. Thus, modifica- 
tions in production pattern, wage structure, and employment result 
naturally from the progress achieved in the proper working of our 
society based on supply and demand, market conditions or collective 
bargaining. 

In certain areas, however, specific and formal Government action 
must be taken to effect adjustments in keeping with newly recognized 
or changing situations. The establishment of proper compensation 
for employees of the Federal Government has long been accepted as 
such a function. In addition, however, the military occupies a unique 
position in our society since its very characteristics do not lend them- 
selves to complete identification with any other element whether it be 
private or public in nature. 

The Advisory Commission on Service Pay endeavored to set up 
standards and establish a guide and set of principles which can be 
employed for the refinement and adjustment of military compensation 
to meet changed conditions. Conditions have changed, but I still 
subscribe to the basic principles which were the foundation of our 
original report 6 years ago. They are: 

(1) Compensation must. be designed to attract and hold adequate 
personnel in the services, but balanced against the needs of other em- 
ployers and the welfare of the country as a whole. 

(2) Compensation for the uniformed forces, like that for civilian 
employees, must provide proper reward for responsibility, related to 
current rates of compensation in industry 

(3) The pay structure must provide equal opportunity for pay and 
promotion according to ability, but serving the total national-defense 
program as well as the individual. 

(4) The pay structure should offer initial compensation and pro- 
gressive increases that compare to what a serviceman would obtain in 
other professions and occupations requiring similar ability. With 
equal opportunity, he should assume equal responsibility for self and 
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family support, participating in the cost of the Government as a 
taxpayer. 

(5) Although the pay system must provide for some exceptional 
emoluments, deviations from the regular scale should be limited. 

(6) Total compensation should be recognized as including all ele- 
ments, basic pay and allowances, special pays, reimbursements, and 
deferred compensation such as severance, retirement and survivor 
benefits. Each is an essential of a balanced and interrelated program 
and should be judged in relation to the whole. 

The proposals which are now before you, I believe, follow these 
basic principles and I am here to lend my support. 

It may be well to call attention to the fact that the Commission’s 
study was undertaken during an officially declared emergency period 
but that its recommendations contemplated application of the pro- 
visions as a pattern for peacetime years. It was recognized that this 
country might enter a period of hostilities and further imposition 
of wartime provisions. Adequate reference was made to this possi- 
bility, with recommendations for introducing or modifying special 
pays and allowances, while retaining essentially intact the broad pat- 
tern of compensation outlined. There has, in fact, been no realistic 
peace period since the Commission delivered its report and the Career 
Compensation Act was passed and put into effect. 

The result has been a continuation of the draft and obligatory 
service for all physically qualified young men. Industry does not 
and cannot compete for the services of those in this category. Were 
these men, particularly those with technical training, available for 
industrial employment, I doubt if the starting rate of pay for selected 
college graduates would be as high as it is Pa 

During the past year I have had occasion to make a review of the 
wage scales in industry and compare them with present military pay. 
In making these comparisons, the starting rate in industry was always 
compared with not the pay of the second lieutenant, who was doing 
obligatory duty, but with the first lieutenant, who had completed 
his obligatory service. This is a point of decision for the young officer, 
and I understand that the number of resignations from the military 
service at this time is one of the major concerns of the military today 
and one which this bill should help to correct. At the same time, 
in correcting this situation, the basic pattern of pay and the incentive 
to advance should not be destroyed. The basic pay scales before 
you do not destroy the career incentive but will, in fact, improve the 
pattern. 

It has always been of great concern to me that the top-ranking 
military leaders, with their great responsibility for the security of 
this Nation and with billions of dollars worth of property under their 
control, should be adequately compensated. In my civilian life, I 
am keenly aware of the need for good management in any enter- 
prise. The scales recommended to you represent an investment in good 
management. 

Similarly, the adjustments recommended for enlisted personnel are 
designed to recognize both the changes that have taken place in indus- 
trial pays and the need to keep in these services those trained men 
who have completed their obligatory period of service. Unques- 
tionably, this reduction in turnover, through providing adequate pay. 
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with consequent lessened requirement for technical training will per- 
mit a reduction in costs that will go toward reducing the overall 
increase in budget requirements that would appear necessary to meet 
the increased payroll costs. 

The recommended increases for enlisted men, like those recom- 
mended for the officer ranks, have been designed to meet the current 
situation wherein men are leaving the service after receiving special 
training and when their skills can best be utilized. At the same time, 
the basic pays have been adjusted throughout, both the officer and 
enlisted scales, to provide adequate incentive to make a career of their 
chosen service. In order to maintain this incentive in what I believe 
to be a proper relation between pay grades, one difference between 
industry and the military service 1s significant. Nowhere in industry 
is there found a wage level confined solely to a single age group as 
is true of the inductee and to a lesser degree, of all rates and ranks 
in the services. 

Thus, just as no true comparison could be found in industry for the 
second lieutenant on his required tour of duty, so no true comparison 
can be found for the inductee. In this level, no procurement prob- 
lem exists: there is only the problem of social justice. When we con- 
sider the age level of this group, the increases that have been given 
over the recommended scales of 1949 and the fact that cost-of-living 
increases are, in the main, included in the free “found” supplied to this 
group, I believe that they are today receiving a pay corresponding 
to their counterparts in civil life. 

Since the dissolution of the Advisory Commission on Service Pay 
in 1949, I have maintained an active and lively interest in the pay 
problem of the uniformed forces and have followed the changes that 
have taken place both in the personnel problems that have arisen 
and the legislative remedies that have been applied. 

In particular, the changes that have taken place in the hazard of 
flying with the advent and general employment of “jets” would justify 
some revision of the hazard pay for those required to perform this 
duty. So, also, the longer range and increased ability of our sub- 
marines to stay underwater for extended periods would increase the 
strain on those in this duty. As a result, as the basic pay scales are 
increased, so must also the incentive to undertake particularly haz- 
ardous or unpleasant duty. 

In addition to the increases in basic and hazardous-duty pay, you 
have before vou increases in travel allowance and change-of-duty 
allowance. By personal contact with men in the service, I know that 
expenses incidental to carrying out orders in these two categories have 
been, and continue to be, particularly onerous and a cause of dissatis- 
faction with a service career. 

The proposals you have before you are proposals of the Department 
of Defense. This follows the procedure recommended by the Com- 
mission in 1948. T have reviewed the proposals and believe they are 
sound and properly related to present industrial scales, as I made a 
review just last year of the relation between these two, and they 
follow the pattern recommended in 1948, 

A comparison between the proposed scales and civilian compensa- 
tion would show the greatest disparity at the top officer ranks from 
colonel up. Strict comparability between civilian and military com- 
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pensation is not appropriate due to the unique military promot ion sys- 
tem and security offered by the services. Yet, the disparity cannot be 
permitted to grow too great without damage to morale and the loss of 
desirable leaders. 

This bill revives for these ranks our recommendations of 1948 with 
an added increment to reflect the changes that have taken place in 
civilian life. 

Now, gentlemen, I am going to make a statement you may think I 
am out of order on, but 1 will explain myself after I make it. 

Another committee of the Congress has before it a long-overdue pro- 
posal to increase the pay of the members of the legislative and judi- 
cial branches of the Government. 

Now, you say to me, what relationship has this to this. Well, a 
very great one, and a very definite relationship, in my opinion. Be- 

‘ause you men are dealing with the problem, a compensation problem 
for men who are managing properties in that department alone, real 
and personal, that are estimated—the best estimate we have is $140 
billion. 

Now, in my opinion—this 1 is my chance to say so, and maybe I am 
out of order. But in my opinion the management of the overall poli- 
cies of the country, which is the C ongress—ther e again to attract and 
hold men—many of them are serving through purely patriotic reasons. 
That is fine. As the men in the military service, many of them, could 
go out today and get 2 or 3 times the compensation they are getting. 
They are staying because they want to serve their country. And 
they are doing a grand job, in my opinion. 

So I say that the two go hand in hand. 

I think the congressional pav program is long overdue, and I think 
while we are doing that, we certainly ought to include those in the 
military services. 

So, gentlemen, I have reviewed the proposals before you. I sin- 
cerely recommend them to you as sound and hope you will pass them. 

Mr. Kirpay. Thank you, Mr. Hook. Of course you were not out of 
order. [ Laughter. | 

As a matter of fact, I thought I was very much impressed with 
what you had said, but when you got to the last paragraph, I didn't 
know how deeply impressed [ could become. | Laughter. | 

Mr. Hook, because of your position in industry and no connection 
with the Government, but thoroughly informed on what has transpired 
in industry since you were here 6 years ago- 

Mr. Hook. Yes, sir. 

Mr. Kitpay. And with what we did in 1952—— 

Mr. Hoox. Yes, sir. 

Mr. Kitpay. Do you regard a pay increase for the uniformed serv- 
ices as justified at this time? 

Mr. Hook. Not only justified, Mr. Chairman, but very, very neces- 
sary, in my opinion. 

Mr. Kirpay. Necessary. 

Mr. Hoox. I think the gentleman over here asked the admiral 
question. I listened to you very attentively, sir. May I also comment 
on the question you asked, if you don’t mind? 

Mr. Kupay. Go right ahead. 

Mr. Hoox. Because it interested me very much, indeed. 
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You talked about a 2,850,000 force down to that period, and I think 
what you were trying to find out was whether this increase in the 
compensation, career compensation, would help to maintain a more 
efficient 2,850,000. Because there would be less changes in the rota- 
tion—not rotation, but I mean 

Mr. Kitpay. Turnover. 

Mr. Hoox. Turnover. 

Mr. Harpy. If I might observe, substantially that is what I was 
after. Personally, I would hate to see us reduce the effectiveness of 
our existing forces at all. I doubt whether we have sufficient fighting 
effectiveness of our existing forces. And to talk about reducing it is 
unthinkable. 

Now, if we can accomplish improvements in the effectiveness of 
our forces through reducing the turnover and increasing the reenlist- 
ment rate, increasing the percentage of career personnel, that might 
be all to the good. That was the purpose that I was seeking. 

Mr. Hook. I think it will, sir. 

Mr. Kitpay. One other question, Mr. Hook. Iam sincere when I say 
that the report that your Commission made was, in my opinion, the 
first time that there had ever been an overall approach to military 
compensation, in addition to being the first attempted revision since 
1908. 

Do you feel that this proposal we have before us carries out the 
philosophy that you had in your report? 

Mr. Hook. Yes, indeed, Ido. And that was one of the first things, 
naturally, I would search for. 

Mr. Kitpay. Now, in 1952, because when you were here 6 years ago 
we were talking about establishing a pay system which could be in- 
creased percentagewise if the circumstances, cost of living and what 
not, justified 

Mr. Hook. Yes. 

Mr. Kitpay. Or if that time should ever come, reduced percentage- 
wise to meet a comparable reverse situation. 

Mr. Hoox. That is right. 

Mr. Kitpay. In the 1952 bill the rates were somewhat disturbed. 

Mr. Hoox. And I didn’t like it. 

Mr. Kirpay. I didn’t either, but I had to take it. I was on the con- 
ference committee, but had to take it. We have to be practical. 

Does this in anywise remedy the dislocation of differentials which 
took place in the 1952 act? 

Mr. Hook. Yes, it does. 

Mr. Kitpay. Does it do it adequately or is it a good step in the right 
direction ? 

Mr. Hook. I think it is a good step in the right direction. 

Mr. Kinpay. But still not adequate? 

Mr. Hoox. In some respects. 

Mr. Kitpay. Now, about the adequacy of the rates proposed by this 
bill under existing conditions, cost of living, competition with indus- 
try, and so on. 

Mr. Hoox. I think they are very fair and conservative, sir. I have 
gone over them very carefully in this chart and compared them with 
what we recommended at the time; took into consideration the changes 
in the cost of living and the other conditions which must be taken into 
consideration, and I think they have done an excellent job. 
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Mr. Kitpay. You feel that they are fair? 

Mr. Hook. I do. 

Mr. Kitpay. And you feel that they are conservative / 

Mr. Hook. I think that is very necessary, of course; are they fair? 
And I think, after studying them, I believe they are fair. I think they 
are justified and very necessary. 

Mr. Kizpay. I am particularly glad to get your view on it, being 
detached from Government and thoroughly informed on industry, and 
alive over a period now of more than 7 years to the problems of the 
military as related to pay. 

Mr. Hook. Yes. 

Mr. Kizpay. Are there any other questions? 

Mr. Gavin. Mr. Chairman. 

Mr. Kitpay. Go ahead. 

Mr. Gavin. Mr. Hook, you state here that in your original report 
you stated, when you were Chairman of the Advisory Commission on 
Service Pay: “Continuing study of personnel problems.” 

Now, what happened to this advisory committee that turned in such 
a magnificent performance, on which we are basing our conclusions ? 
Is that committee out of existence now ? 

Mr. Hoox. Oh, yes. 

Mr. Gavin. And what are your recommendations now as to con- 
tinuing such a commission ? 

Mr. Hoox. I recommend a strong organization in the Assistant Sec- 
retary for Manpower. You will remember—possibly you may for- 
get—but we strongly, and I particularly, stressed the necessity of con- 
tinuing study. Because I said, “While we have spent a year’—and 
in my own case, actually some of us divided ourselves. ‘That is the way 
we did the work. I flew all over the country and visited airbases and 
pulled the records of the commandant and officers and men who were 
flying and those who didn’t fly. I tried to inform myself. And then 
1 reported to my associates. Asa result of that, why, we saw that there 
would have to be continuing study of this thing. 

Now, the jets have come along. We worked training jets out at 
Williams, I guess, near Phoenix, the one I visited. I recognized that 
this thing was going on. So we would have to continue to make a 
very careful study of these changes that were taking place. The re- 
quirements for technical men, even in the 6 years, have increased 
tremendously as a result of the electronic controls in almost every place 
you go in the Department. 

Mr. Gavin. Well, this advisory committee that you suggest would 
be a civilian committee within the Department of Defense? 

Mr. Hook. I would have it—Well, it would be part of the Secretary 
for Manpower, the Assistant Secretary of Defense for Manpower, and 
I think Mr. Burgess is building such kind of an organization. But I 
thing you need some civilians in there, strong, able men, and com- 
pensated, so you can get good men in that department who will have 
the contacts with such organizations as industrial relations counselors 
who are studying this problem all the time, the American Management 
Association, the National Industrial Conference Board. That is the 
way you get this information, a lot of it. 

Mr. Gavin. So if there are any inequities or injustices that occur, 
that amendments could be offered to correct such conditions ? 

Mr. Hoox. Correct; yes, sir. 
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Mr. Kizpay. Are there any other questions of Mr. Hook 4 

Mr. Rivers. Let me ask him one. 

Mr. Kinpay. Mr. Rivers. 

Mr. Rivers. Mr. Hook, I remember vividly your excellent contribu- 
tion to our overall-pay philosophy. 

Mr. Hook. Yes. 

Mr. Rivers. And I recall you came down here, I think, at the in- 
sistence of the late Secretary Forrestal. 

Mr. Hook. That is right. 

Mr. Rivers. I remember Mr. McHugh of the telephone company, 
and Mr. Whiting. I recall vividly his testimony because, if my 
memory serves me, Mr. Whiting had done just about everything under 
the sun. He had quite a great knowledge. Of course, Father Cava- 
naugh, also. I told your son some time ago if he did as well in the 
Post Office Department as you did with this committee, and the pay 
for the postal employees on a long-range basis, they will do very well. 

Mr. Hoox. I wager he will do a better job than his father. 

Mr. Rivers. I suggest he get in close contact with you. [ Laughter. | 

But it shows your very fine report which you rendered at the termi- 
nation of your services—and I recall, too, the long travel to which you 
subjected yourself and your committee. It shows that the philosophy 
which you laid down—and if it was disrupted, it wasn’t because we 
wanted to but because we had to get something out of the other branch 
and get something through Congress. 

Mr. Hook. Yes. 

Mr. Rivers. And we had some opposition on the floor, a new group 
of Congressmen who seemed to have the hatchet out to carve down 
the high echelon of the brass, as they termed it. And Mr. Kilday 
was stating the other day in a conversation I had with them that 
those who axed our bill at the time on the floor, some of them weren't 
here now, and as a matter of fact, a great majority of them aren’t. 
So maybe those of us who strung along with your philosophy did a 
pretty good job after all. But it shows that that recommendation 
which you made, if carried out, could be used in time of peace as 
well as war. The basis, the long-term basis, could be raised or 
lowered, according to the economy and the need of the country. And 
I was also intrigued by your statement here of how an industry, 
starting oif with pay, starts off with the first leutenant’s vintage 
or group. 

Hr. Hoox. Yes. 

Mr. Rivers. I am greatly impressed with your fine new statement. 

Mr. Hoox. Thank you, sir. 

Mr. Rivers. I hope you will live long enough and many more years 
to keep your interest. Because we need people like you who do not 
have an ax to grind. It is helpful to us. 

Mr. Kitpay. Mr. Bates. 

Mr. Barres. Mr. Hook, we have a general problem here. Within 
that general problem you have certain rates which are acutely affected 
by conditions in industry. I have in mind the electronics field or 
aviation machinists, et cetera. Now, as I read your statement, and 
particularly starting on page 2, you talked about: 





We must have a program designed to attract and hold adequate personnel and 
must provide proper rewards for responsibility and according to ability, and 
we should have progressive increases as compared to what a serviceman would 
get in other professions in civilian life. 
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Now, all of that seemed to add up to a certain conclusion which was 
quite contrary to that, which you stated in No. 5, where you said: 

Although the pay system must provide for some exceptional emoluments, 
deviations from the regular scales should be limited. 

Mr. Hoox. That referred to hazard duty. 

Mr. Bares. Yes. 

Mr. Hoox. The deviation for special scales. 

Mr. Bares. Yes, I understand. 

Mr. Hook. In other words, the thing to do is to get a basic program 
which is as near sound and as fair as you can work it out. 

Mr. Bares. Yes. 

Mr. Hoox. Then these special programs come in which have to have 
special consideration, like your hazard pay. 

Mr. Bares. Yes, I understand the portion dealing with hazards, 
and that has been an exception. We have given doctors that extra 
$100 a month, which was an exception. 

Mr. Hoox. Yes. 

Mr. Bares. And I wondered whether, over the long pull, as the 
Armed Forces become more complicated and you are going to require 
men with varying degrees of ability and background, whether at 
some time we shouldn’t direct our thinking toward giving men higher 
pay for the service which they perform. In other words, at the 
present time an electronics specialist can go on the outside and earn 
considerably more than he can get in the Armed Forces. We go 
through the process of training these men and just at the time where 
they have reached the point where they can be of real value to the 
services, the attraction on the outside is so great that they leave the 
services. 

Mr. Hoox. That is right. 

Mr. Bares. And the thought is running through my mind as to 
whether or not this particular bill will have any impact upon people in 
that particular area, or whether this is just a widespread shot in the 
hope that you will retain some of the other ranks, that is ratings, 
but whether or not you will actually do the job as far as these tech- 
nicians are concerned is the question that is on my mind. 

Mr. Hook. I think this bill will go a long way to help that situa- 
tion. Now, of course, you don’t want me to discuss it here, and I 
can’t, but I happen to be chairman of the Committee on Business 
Organization of the Department of Defense of the present Hoover 
Commission, known as the Commission on the Organization of the 
Executive Branch of the Government. We are studying just what you 
are talking about very carefully and will probably have some recom- 
mendations to make. Our committee, which I personally appointed 
at the request of Mr. Hoover, is the Committee on Special Management 
Personnel Problems, and they will make quite a complete report and 
we will be discussing that at our next meeting, their conclusions. So 
I think we will have something that may be helpful to you in the 
future when we get through with these very detailed and careful 
studies that we are making. 

Mr. Bares. And that is going to become much more as time goes on. 

Mr. Hoox. Yes. 

Mr. Bares. Now, during the war I served with a warrant officer, 
an electronics specialist. Well, he was offered a starting rate outside 
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of $8,500. Well, the service can’t compete for somebody like that. 

Mr. Hook. Yes. 

Mr. Bares. I don’t know whether we should give commissions to men 
in these advanced professions or just what we should do. But I think 
we ought to start thinking about that. 

Mr. Hoox. Well, I personally think, sir, and hope you will not 
take as any recommendation of the Commission I happen to be working 
with, but I think a lot of study has to be given to the progress of men 
within functional areas, so that they are not taken out just as they 
become proficient. 

Mr. Bares. That is the point. 

Mr. Hoox. And given the reward of rank. 

Mr. Bares. That is right. 

Mr. Hoox. So they don’t have to be rotated in order to get their 
reward. 

Mr. Kizpay. Mr. Hoen, would you care to give us any of your 
views ? 

Mr. Horn. No. Just came up here to be company for Mr. Hook at 
this time. 

Mr. Kitpay. You endorse his statement 

Mr. Hoen. I certainly do, sir. 

Mr. Kixpay. In your study at the technical end, which you did 
handle before, you feel that these proposals are in line with what we 
had recommended and what we did in 1949? 

Mr. Hoen. I think they are in line with what was recommended 
and I think they come closer to the pattern that was recommended 
originally than the law that was actually passed. I believe it is a 
forward step toward getting the true objective goals that we seek. 

Mr. Kinpay. We thank you both, Mr. Hook and Mr. Hoen, for 
coming. 

Mr. Hoox. Thank you. 

Mr. Kitpay. Secretary Thomas, Secretary of the Navy. 


STATEMENT OF HON. CHARLES S. THOMAS, SECRETARY OF THE 
NAVY 


Secretary THomas. Good morning, sir. 

Mr. Kitpay. Good morning, Mr. Secretary. 

You go ahead with your prepared statement without interruption, 
Mr. Secretary. 

Secretary Tuomas. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen, I welcome the py! to appear 
before this committee to give you my view regarding the Career In- 
centive Act of 1955. I strongly endorse this legislation because I be- 
lieve that its passage will help us solve to some extent our present 
career-enlistment dilemma. 

This bill and other related ones affecting military personnel and 
their dependents have been recommended to this Congress by the 
President. They are urgently needed to help forestall the mass exodus 
from the services of the vital nuclei of career personnel who are the 
binding fiber of our Defense Establishment. 

Let me give you a few figures to illustrate the gravity of our present 
career dilemma. 
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Fifty-eight percent of the men in the Navy today have enlistment 
contracts which expire in the next 2 years. This means that the Navy 
will lose about 350,000 men during the next 2 fiscal years. 

These personnel can be divided roughly into two groups: the so- 
called “career” people, who are on their second or subsequent enlist- 
ment; and the “noncareer” people, serving on their first enlistment. 

Among our career personnel, only 58 percent are signing up for ad- 
ditional service. This 58 percent today compares with 90 percent only 
1 year ago. For the noncareer people, less than 6 percent are signing 
up. 

In summary, it is alarming to note that the Navy overall reenlist- 
ment rate has fallen from 24 percent in fiscal year 1954 to only 9 per- 
cent in the first quarter of fiscal year 1955. Preliminary estimates in- 
dicate that the overall reenlistment rate for the second quarter of fiscal 
year 1955 will be even lower. 

Not all of these losses are the apprentices and the unskilled. Many 
are highly trained technicians, specialists in electronics repair, avia- 
tion mechanics, submarines, and atomic weapons, as well as the many 
other technical trades of the Navy. Many are our key people—our 
supervisors, our petty officers. These are the types that industry at- 
tracts in particular. 

Unless we can reverse this trend, make a career of military service 
attractive and thereby keep our hard core of trained career people, the 
Navy will inevitably become a second-rate organization. 

Second, as Secretary of the Navy, one of my major duties is to 
promote the welfare and morale of the personnel of the Navy Depart- 
ment. As I see it, there are two factors which are presently adversely 
affecting morale, welfare, and this problem of career attractiveness 
in our armed services today—and therefore our reenlistments and the 
retention of our “hard core.” 

First, a factor difficult to define but nonetheless real—the indifferent 
regard of military service now held by the public. I can find no better 
words to describe this situation than those recent ones of Secretary of 
the Army Stevens: 








Unfortunately, many Americans of this sophisticated age, for better or for 
worse, have chosen to consider our Military Establishment as a necessary evil— 
tolerated but not loved; accepted but not understood ; supported but not honored. 

The second factor is the important one of adequate compensation— 
the understandable desire of the service individual for the welfare and 
future security of his family which adequate compensation brings. 

I might add that, in my opinion, another important factor in the 
loss of men from the military services is the influence of their wives, 
who recognize that there are not only greater monetary rewards to be 
received in industry but also the advantages of having a more stable 
homelife. It should be recognized that our youth are getting married 
younger today than ever before, and the marital influence is becoming 
increasingly important. 

I do not believe that the people who are weighing the advantages 
and disadvantages of a service career are self-seeking individuals who 
are interested primarily in money. I do not believe our career people 
expect by any means to reach a dollar-for-dollar equality with people 
in civil occupations, and I do not think they should. They do think, 
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and I agree, that the disparity between their pay and comparable com- 

yensation in civil life is too wide, especially when this factor is placed 
ae the other requirements of present-day military service—separa- 
tion from home and family, long-working hours, frequent changes of 
duty. 

The bill which you have before you for consideration will narrow 
to some extent the pay gap between our career-service personnel in 
comparison with comparable civilian levels. Its passage will, I am 
sure, help us keep more keymen from leaving the service. __ 

In several important respects this bill differs from the military-pay 
proposals which your committee has considered in past years. I 
should like to mention briefly two special features of the bill. 

First, the bill attempts to distinguish paywise between the indi- 
vidual who is a career or potential career serviceman and the indi- 
vidual who is in the military service due to the draft or in leu of the 
draft. It does this by offering initial pay increases at the expiration 
of the minimum obligated service period required of the inductee or 
the officer performing obligated service. 

By this means it will be possible for the services to offer to the 
potential career aspirant, at the critical point of decision for or against 
a service career, a significant increase in basic pay. 

Second, the bill proposes a modest, but I think overdue, increase in 
the basic pay of the flag and general officers in our senior command 
levels. In terms of compensation for their heavy responsibilities 
this pay proposal, in my opinion, still does not adequately compensate 
these senior officers. The senior officers in the flag and general grades 
should be compensated more nearly in accordance with civilian execu- 
tive level salaries. 

I hasten to say that the services do not want officers whose primary 
motivation ismoney. But a reasonably adequate level of pay is neces- 
sary to attract and retain high-quality leadership in any organiza- 
tion. By any fair standards, and certainly as a matter of equity, the 
increases proposed for senior officers in this bill are more than justi- 
tied. If competence and responsibility are adequately compensated 
at lower levels, then competence and responsibility must be propor- 
tionately compensated at the command levels. 

This bill will help improve the conditions of career service. It is 
our hope that it will be of direct and immediate assistance in our 
efforts to increase the career attractiveness, the experience level, and 
the combat effectiveness of our Armed Forces. I urge your careful 
consideration and prompt enactment of this bill. 

Mr. Kitpay. Thank you, Mr. Secretary. 

Secretary Tuomas. Mr. Chairman, thank you. 

Mr. Kinpay. Are there questions of the Secretary today ? 

Mr. Harpy. Just one question if I may, Mr. Chairman. 

Mr. Kiwpay. Mr. Hardy. 

Mr. Harpy. Mr. Secretary, on page 2 of your statement you were 
discussing the reenlistment rate and you pointed to a very low rate 
for the first quarter of fiscal 1955. 

And you have indicated that your estimate for reenlistment rate for 
your second quarter will be even lower. 

When did the reenlistment bonus become effective ? 

Secretary THomas. You say when did it become effective / 
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Mr. Harpy. That is right. It was effective for the second quarter 
of 1955, wasn’t it? 

Secretary Tuomas. Yes; it was for the second quarter of 1955. 

Mr. Harpy. Then the committee is to understand that there is no 
measurable increase in reenlistment because of the bonus? 

Secretary Tuomas. Well, I think—that is probably right. I think 
it is a little early, though, to tell how effective that is going to be. 

Mr. Harpy. If your rate has gone down even more than it was 
already, it certainly has not had the effect of stopping the decline! 

Secretary Thomas. W ell, that is correct. It certainly has not 
had the effect of increasing the reenlistments or stopping the decline. 

Mr. Harpy. It has not done what it set out to do? 

Secretary Tuomas. I think that isa fair answer. 

Mr. Kitpay. Mr. Wilson ? 

Mr. Witson. How much of an effect, Mr. Secretary, has the Korean 
situation created this large reenlistment problem / 

In other words, you have a 4-year period since the Korean buildup. 
Isn’t that responsible to a great extent for the increase or the lack 
of reenlistments 4 

Secretary THomas. I am not sure I understand your question, Mr. 
Wilson. 

Mr. Wirson. Well, it has been a little over 4 years since the big 
Korean buildup for the Navy forces? 

Secretary Tuomas. Yes; that is right. 

Mr. Witson. Haven’t a lot of people gone out after 4 years and 
hasn’t that increased considerably your lack of reenlistments / 

Secretary Tuomas. Well, I think that has increased it some, but 
I do not think that is the basic factor. I think the basic factor is 
that you have seen a large increase in industry and compensation in 
industry and you have seen no increase in compensation for the 
military services. 

Therefore, the attraction is much greater particularly for the 
skilled to get out and get into industry than to stay in the service. 
That is really what this program we hope will correct. 

Mr. Wirson. Well, there was such a big change in the 1 year, I 
thought perhaps that increase might have been in part due to that. 

Secretary Tuomas. I think it is in part due to it, but I think it is a 
combination of both. But you still have such a wide gap now or you 
built such a wide gap between industry and your military services, 
that I say in this statement I think that gap has to be closed. 

One of the things I do not think we realize quite and that is it was 
no too many years ago that all your services had 300,000 people in 
them. 

Now to get a hard core for basic service of 300,000 was not too 
difficult. Now we are t talking about a basic military organization of 
roughly 3 million and you are going to have a very much larger hard 
core than anything we have ever known i in our histor vy I believe. And 
to make it attractive to that hard core, you are going to have to give 
them some compensation at least in sight of what F they could get out in 
industry. 

And one of the points I think is very important and I would like to 
reiterate in my statement is that the wives the having a great deat 
to do with this. 
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We find that influence in almost every one of the cases. 

Mr. Kitpay. We do, too. 

Mr. Arenps. You find that all over. 

Mr. Gavin. Outside the military, too. 

Mr. Kitpay. Mr. Hébert ? 

Mr. Hepert. Mr. Secretary, has any study or consideration been 
given in determining the cause for the failure to reenlist as related 
to the unemployment situation ? 

In other words, when your percentage of reenlistment dropped, was 
a high employment rate reflected ? 

Secretary THomas. Oh, very definitely ; yes. 

Mr. Héverr. Then you have studied that, and you do find that when 
there is a lack of employment or a drop in employment you have a 
higher reenlistment rate ? 

Secretary THomas. That is right; no question about that. 

Mr. Kizpay. Thank you, Mr. Secretary. 

Secretary Tuomas. Thank you. 

Mr. Kitpay. Now for the benefit of the committee, we have Admiral 
Carney and General Shepherd with us. 

Of course we do not want to keep them here unnecessarily and we 
will hold on as long as it takes to hear them before—without adjourn- 
ing for lunch. 

And there are no other witnesses scheduled for today. 

Come around, Admiral Carney. 

Mr. Buanprorp. Mr. Chairman, may I make an announcement par- 
ticularly to the press table, of a correction in Admiral Carney’s 
statement. 

On page 4—— 

Admiral Carney. Good morning, Mr. Chairman. 

Mr. Kitpay. Just 1 second, Admiral. 

Mr. Bianprorp. On page 4 of Admiral Carney’s statement, the 
third line, starting with “all the legislation and pay in the world”— 
strike that out and substitute in lieu thereof the word “we” and then 
continue that sentence, strike out the word “produce” and substitute 
the word “have.” 

Mr. Rivers. “Will not have”? 

Mr. Bianprorp. It will then read “unless there is high quality in 
those upper ranks we will not have the kind of Navy that this coun- 
try wants.” 

Mr. Kitpay. Admiral Carney, you go ahead with your statement 
with interruption. 

Admiral Carney. Thank you. 


STATEMENT OF ADM. ROBERT B. CARNEY, UNITED STATES NAVY, 
CHIEF OF NAVAL OPERATIONS 


Admiral Carney. Mr. Chairman and members of the committee, 
I welcome the opportunity as Chief of Naval Operations to present my 
personal views on this very important aspect of the most critical prob- 
lem that faces the Navy today—attracting and holding competent 
and high-type people in the service. My concern covers the upper 
brackets in the enlisted component and extends to the entire range of 
ranks among the officers. 
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The complexity of modern ships and planes, modern weapons sys- 
tems, and the intricate system of support required for effective and 
sustained efforts of the operating forces, is such that it requires a vast 
and costly system of training and education to inculcate that pro- 
ficiency in our people. 

The Navy Pe cannot do the job expected of it by the country 
if our officers and petty officers lack the quality and competence to 
perform their assigned tasks. If that statement is factual—and I 
respectfully submit that it cannot be refuted—then there is one single 
statistical fact which points up the Navy situation and spotlights the 
urgent need for every possible corrective action. I refer to the dan- 
gerously low rate of reenlistments and the alarming number of com- 
petent officers leaving the service for civilian employment. 

This loss of enthusiasm for a military career has, as you gentlemen 
know, been the cause of profound concern and the subject of the most 
intense study in the Department of Defense for the last couple of years. 
It is a complicated problem and there are many factors, some of them 
very elusive and intangible, which have contributed to this increased 
apathy toward military service as a career. 

There are certain corrective measures and improvements which we 
can undertake without your support and we are working diligently to 
achieve conditions which will make military life for our uniformed 
people and their families more nearly comparable to conditions on the 
outside. 

However, the thinking of our people is profoundly affected by other 
factors over which we have no control, and this matter of pay is one 
of them. 

As a matter of fact, our best information indicates that pay has 
now become the most important single factor. We are not unaware 
of the satisfactions of serving, and we do our best to inculcate the sense 
of pride and self-respect which will engender devotion to this military 
life, but those arguments lose much of their effect if a man feels that 
his worth is not recognized, and when he is confronted with the stark 
realities of providing a decent living and decent advantages for his 
family. 

More and more, the matter of adequate compensation is emerging 
as the principal reason why fine and devoted officers and men feel 
that they owe it to themselves and to their families to go where their 
worth and their efforts are adequately compensated. 

I have a great responsibility to work for the welfare of the people 
in the Navy, but I have an even greater responsibility for devoting 
my efforts to maintaining the United States Navy at a level of readi- 
ness which will enable it to discharge its duties to the Government 
and to the people of the United States. 

I am genuinely concerned over the inescapable fact that separations 
and failures to reenlist are actually and seriously militating against 
the ability of our forces to maintain themselves in a proper state of 
operational and combat readiness. This is not mere conversation; the 
Navy is required to deploy forces in areas where the atmosphere is 
electric and where some unfortunate event could precipitate fighting. 

Should this happen, those deployed forces will have no time to 
train and prepare. The general alarm will sound, people will go to 
their battle stations, and the chips are down. If our ships and air 
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squadrons are manned by inadequately trained people, there will be 
useless and tragic losses. ey ic 

I am not only thinking of emergency situations. In our aviation 
component, the accident rate is always greatest among the newcomers ; 
if we are to be subjected to a constant and violent turnover, then the 
bulk of our fliers must fall in the category of “newcomers”—with the 
inevitable concomitant of high accident rate. 

Aside from the hazard to men and to planes, from a management 
and financial standpoint alone this situation is little short of profli- 
gate. The money spent in training an excessive number of replace- 
ments is money which could be spent for other things if our pilots 
were to remain in the service for longer periods. 

In the past, for various reasons, the emphasis has been placed on 
the recruit as the beneficiary of pay raises. Perhaps that may have 
been justifiable in the past, but from the standpoint of maintaining 
an efficient Navy, it certainly is not acceptable today. The type of 
man and officer that the Navy needs is a highly trained and highly 
competent product, and that is something we are unable to attract 
and hold today in adequate numbers. 

In this connection, I would like to offer for your consideration the 
thought that this philosophy is applicable from the bottom right up 
to the top of the officer structure. With full recognition of the fact 
that young lieutenants and lieutenant commanders are generally 
harder to hold than those older officers who have served a lifetime, 
nevertheless, it is the senior officers on whom the great weight of 
responsibility devolves and unless there is high quality in those upper 
ranks, we will not have the kind of Navy that this country wants. 

The senior officers have been neglected in this respect in the past 
and I believe that their proper place in the scheme of things should 
be appropriately recognized in this legislation. 

The ease with which many senior officers can find remunerative em- 
ployment in civilian life is causing them all to carefully ponder the 
advisability of improving their lot as citizens by retirement in order 
to enjoy a more favorable situation in civilian life. Seniors are think- 
ing along these lines as are the more capable junior officers. 

Of course, there are many senior officers so deeply dedicated to this 
service to which they have devoted their entire mature lives that they 
can find adequate satisfactions in the military career, despite a pay 
scale that is low in comparison to those who have comparable respon- 
sibilities in civilian life. 

Nevertheless, there is a growing dissatisfaction in this group and a 
growing tendency to give increasingly greater consideration to the 
advantages of leaving the service. 

I believe that your consideration of our studies of the personnel 
situation, and your appraisal of the complex factors in this question 
of pay, will provide proof that this is the controlling factor in the 
minds of those officers and men who are weighing the advantages of 
a military career vis-a-vis civil life. 

If that is so, and I honestly believe that it is, then this measure of- 
fers the greatest possibility for improving what today is a profoundly 
serious military situation and a serious impediment to the achieve- 
ment of our national defense aims. 

This committee will have available to it all of the detailed infor- 
mation and thinking of the Department of the Navy. There will be 
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available to you witnesses who can elaborate, far better than I can, 
on the points that I have raised. 

I am not speaking to this committee as an expert in personnel man- 
agement nor in legislative matters, but I am speaking with the great- 
est earnestness as the Chief of Naval Operations; as such, my only 
preoccupation is the effectiveness of the United States Navy and the 
welfare and efficiency of the splendid officers, men, and women who 
wear our uniform. 

In that capacity, I believe that this proposed measure, if passed will 
make a most important contribution toward correcting what I con- 
sider to be a situation that adversely affects the security of our coun- 
try; that is, the reluctance of so many fine officers and men to 
make a career of military service, when career service is so impor- 
tant in mastering the complexities of modern equipment and modern 
war. 

In other words, the quality of our leadership, at all levels, is in- 
volved. 

Thank you, sir. 

Mr. Katpay. Thank you,. Admiral Carney. 

Are there any questions of the Admiral ¢ 

Mr. Rivers. Yes. 

Mr. Kiupay. Mr. Rivers. 

Mr. Rivers. Admiral, this is one of the factors in the cosmic make- 
up of the problem that is confronting us. Pay, housing, hospitali- 
zation for dependents are the three major factors. 

Admiral Carney. Operating conditions, sir. 

Mr. Rivers. Yes; operating conditions. And when a man leaves 
port aboard ship, it is mighty consoling to know his dependents 
will be taken care of. 

But you have more dependents as the Secretary said in his second 
enlistment and a great percentage of them are married. And I 
heard the testimony—as a very novel experience to me, I went down 
to Charleston, and they had a ceremony. I heard the wives. They 
spoke on the TV and radio. It was quite a program. 

[ heard a Navy wife say, “I like the Navy because my husband 
likes it. And then I like the benefits and the comforts and old-age 
retirement.” 

I hope the day will come when we get housing, and be assured 
of hospitalization. When the time comes that you or your suc- 
cessor—and I hope it will be you—can tell the potential reenlistees that 
these benefits are a matter of law and not the whims of an Appropri- 
ations Committee or the whims of a Defense Secretary or Secretary 
of the Navy, you will have a good product to sell to these people in 
whom you have such a great investment. 

Admiral Carney. Yes, sir. They will be able to sell the distaff 
side better, too; I think so, sir. 

Mr. Rivers. What is that? 

Admiral Carney. I say they will be better able to sell the distaff 
side, too. 

Mr. Rivers. I think so, too. 

Admiral Carney. That is of extreme importance. 

Mr. Rivers. Yes, sir; I think you are right. 

Mr. Gavin. Mr. Chairman ? 

Mr. Kitpay. Mr. Gavin. 
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Mr. Gavin. Can you tell us, Admiral, in the upper echelon in which 
particular grades are your losses the greatest, through resignations 
and the like? 

Admiral Carney. I believe, sir, that the chief danger of loss as I 
mentioned was in the lieutenant and the lieutenant commander grades. 
But I do know from my own experience and talking to a great many 
officers, senior officers, particularly in the captain and flag officer 
grades, that they are all giving more and more attention to this 
question of pay and what they can get for their effort. They all 
feel that it is a family obligation. There is great economic pressure 
that is on them. 

I know, Mr. Gavin, I came back here after the war as a rear admiral 
in the lower half, and my pay could buy less in the way of living 
standards in Washington than I was able to enjoy when I was a lieu- 
tenant commander with two young and expensive—two growing chil- 
dren to take care of. 

The children had since become fledglings when I came back here 
as a rear admiral. Yet that differential in what the pay could buy 
for you in living here was a very startling thing. And this is in the 
minds of all the senior people. 

Mr. Gavin. You think the scale that is set up here—for the lieu- 
tenant junior grade, lieutenant, and lieutenant commander, are ade- 
quate and attractive enough to have these young men remain in the 
service ¢ 

Admiral Carney. I am not too concerned about the lower grades, 
sir. As I said, my preoccupation is really with the senior grades in 
the enlisted and then it runs through the entire range of the com- 
missioned grades. 

But as was pointed out by a previous witness, the young officer sees 
a goal up ahead that is worth while. He knows he is not coming up 
against the stops, halfway up the ladder, as we have many times 
experienced in the past years, where added responsibility is piled on 
and sometimes added expense with that responsibility, without ade- 
quate increase in compensation. 

And I believe it will, sir, have an important effect in showing the 
younger officers that there is something to shoot at when they get 
to the top. 

Mr. Kitpay. Well, Admiral, inasmuch as they all know thoroughly 
if there are to be improvements in the situation much must come 
from Congress 

Admiral Carney. Yes, sir. 

Mr. Kitpay. No matter the rate. The knowledge that there is not 
apathy here would be the boost, would it not ? 

Admiral Carney. Oh—— 

Mr. Kitpay A big boost ? 

Admiral Carney. I am sure it would, sir. I think our people are 
watching the attitude here with the greatest of interest and a know]- 
edge that their interest is a matter of great concern here I think 
would be very heartening to them. 

Mr. Kinpay. Thank you, Admiral. 

Admiral Carney. Iam sure it would. Thank you, sir. 

Mr. Witson. Mr. Chairman ? 

Mr. Kitpay. Mr. Wilson. 
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Mr. Witson. Admiral, I can testify to your statement about the 
wives being interested in this pay bill. I recently got over 1,000 
petitions from Navy wives in my area, indicating that they like the 
Navy, they wanted to stay in the Navy, but they were being forced to 
urge their husbands to get out unless they got adequate compensation 

I forwarded those petitions to the Seeretary of the Navy, and I 
believe that has had some—that he has shown his interest in those 
petitions. 

Mr. Kitpay. Thank you, Admiral Carney. 

Admiral Carney. Thank you, sir. 

Mr. Kitpay. Now, General Shepherd, Commandant of the Marine 
Corps. 

General SuHepuerp. Mr. Chairman, I know your time is getting: 

Mr. Kitpay. We have plenty of time, General. You can either read 
your statement if you like, or submit it. 

General SuepHerb. If you would prefer that I submit my state- 
ment, since it more or less follows along the lines of those who have 
testified before me 

Mr. Harpy. Mr. Chairman, I would like to hear my very distin- 
guished constituent read his statement if it is not very long. 

General SHeruerb. You are stuck, gentlemen. 

Mr. Rivers. Let him do what he wants to. He can submit it and 
speak off the record. 

Mr. Kinpay. Sir, I would like to have you do both, speak off the 
cuff and read your statement. 

General SHepuerD. I will do both, Mr. Distinguished Congress- 
man. I will read my statement. 








STATEMENT OF GEN. LEMUEL C. SHEPHERD, JR., COMMANDANT 
OF THE UNITED STATES MARINE CORPS 


General SHerHerD. Mr. Chairman and members of the committee, 
I welcome this opportunity to briefly discuss with you the proposed 
Military Career Incentive Act of 1955. This proposed act is, in my 
opinion, an essential and most important “ear tira item. 

There is no more honorable profession than a career spent in the 
service of one’s country. The military profession is founded upon 
the ideals of devotion to duty, acceptance of responsibility, and abso- 
lute loyalty to service and country. Such a career demands of those 
who follow it complete dedication to these unselfish principles. 

There are individuals who accept service to their country primarily 
for the intangible rewards that accompany such loyalty and devotion. 
As a matter of fact, in the past, peacetime military requirements were 
so modest that it was possible to fill our ranks with men whose moti- 
vation made them willing to accept the sacrifices of service life. 

But today, with larger peacetime forces than ever before in our 
history, it is most difficult to fill our ranks with personnel willing to 
accept the rigors and hardships of a military career—solely for the 
satisfaction of service. 

Perhaps even more important, fewer men are willing to subject their 
families to the privations and discomforts that are a part of military 
life. It is manifestly necessary to provide increased inducements to 
men and women of superior ability to make military service a career. 
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Another factor pertinent to the problem lies in the strong competi- 
tion offered by changing conditions in civil life. For example, cer- 
tain incentives that were formerly peculiar to a military career— 
such as retirement income and medical care—have become generally 
accepted as part of compensation in civil employment. 

This, together with the national rise in wages and salaries of the 
past few decades has resulted in strong and effective competition in 
attracting and holding men of high caliber in the military services 
The so-called security of a service career is no longer unique. 

Another change has come upon us. These are di: ays of rapid tech- 
nological advances. In a world of continuing danger and tension, 
special skills and leadership are at a premium. We must be able to 
keep trained and able men in our ranks to meet the responsibilities 
with which we are charged. 

Of all tangible inducements, pay is the most important. And it 
must be an accepted fact that military pay—in terms of real income— 
has not kept abreast of the cost of living. 

Increased military pay, awarded indiscriminately, however, would 
not be a realistic solution. The proposed act is designed to provide 
career incentive through selective pay increases where they are most 
likely to provide both inducement and reward. 

This approach represents a departure from previous pay philoso- 
phy and, Iam convinced, is based on a sound principle. It represents 
x forward step in providing our services with the highest type of 
oflicers, noncommissioned officers, and men. 

In addition to selective incentive increases, this proposed act has 
other important features. It provides for increased extra hazardous 
duty pay. This should boost the inducement necessary to motivate 
a larger number of men to voluntarily accept the hazards associated 
with aerial flight and submarine duty. 

The act provides for an increase in per diem payments. This will 
help alleviate the personal financial sacrifice occasioned in the execu- 
tion of orders. There is also provision for a dislocation allowance. 
This will, to a degree, offset the hardships experienced in family 
moves in carrying out permanent change of station orders. 

Finally, I wish to state that I fully endorse the principles contained 
in this legislative proposal. The submitted act will provide a means 
toward the realization of its stated objectives. Through its provi- 
sion for selective incentive increases, extra hazardous duty pay, in- 
creased per diem, and dislocation allowances, it will, in my considered 
opinion, assist to a great degree in attracting and retaining in our 
Armed Forces the high caliber of officers and men we must have today 
and for the years ahead. 

Mr. Kinpay. Thank you, General Shepherd. 

Are there any questions for the Commandant of the Marine Corps? 

Mr. Harpy. I would just like to ask him for his reenlistment ex- 
perience, Mr. Chairman. 

Your reenlistment experience is still pretty good; isn’t it, General ? 

General Surpuerp. Yes. I would like to enlarge on that a minute. 

I take a little different view of that situation than the Secretary 
of the Navy. 

Our reenlistments have gone up since the passage of the bonus, this 
past year. In July they were 11.7 percent. In August they were 
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17.1 percent. In September, 25.6 percent. In October, 25.2 percent. 
In November, 26.1 percent. 

I feel that this increase in our reenlistments is partially due to the 
bonus. And it follows, therefore, that with the better incentive com- 
pensation as provided in this bill, that we will have a greater enlist- 
ment rate. 

Another point that I would like to bring out, that came up in dis- 
cussion this morning relative to the young men of the country. I feel 
that it is a known factor that the young men we have in the service 
today are of far higher academic standards than they were we will say 
DU years ago. 

And I think they are more money conscious. They are aware, fully 
aware of the opportunities in civil life. 

Therefore, in order to retain them in the service we must give them 
something more than just serving for duty and honor. 

I think that the technical requirements in our services today, which 
has been brought out so well before, requires the highest type of 
young men. Where heretofore, I think Admiral Radford stated that 
all a man had to do in the old days was to fire his rifle and keep it 
clean. 

Today, these young men must be able technicians in almost any 
field—even in infantry, they have to know a great deal more and be 
much more mentally alert than the soldiers or marines that we had 
in the service when I came in. 

Many of them were just not up to the standards that we have today. 

Mr. Katpay. Of course, on top of that, his wife is always remind- 
ing how much better her sister’s husband is doing in civil life. 

General Sueruerp. That is perfectly true, sir. And where a gen- 
eration ago we had comparatively few men who were married in the 
ranks—I can remember General LeJeune got an order that no man 
would be reenlisted above the grade of sergeant who was married. 

Today, why many of our privates are married. And then their 
troubles begin. 

Mr. Kirpay. Before World War IT in the Army, for a man under 
the first three grades, if he was married without permission, he was 
discharged. 

Permission was not given. 

General SuerHerp. We just did not want him because it added to 
our headaches. 

And another point I think would be well to bring out that I do not 
believe has been touched on. We must realize the dangers of war today 
are greater than they were before World War I and immediately after 
World War I. We recently had Korea. Indochina is coming up, to 
say nothing possibly of Formosa. 

These youngsters are smart. They figure “Why should I go out and 
get killed?” , 

Of course we all hope there is not going to be a war. But I found in 
talking—I have two sons and a son-in-law and I talked to a lot of 
these youngsters. And that is something they think about, that I 
don’t believe the youngsters in my day gave much consideration to. 
Mr. Harpy. Mr. Chairman, if I might—— 

Mr. Kinpay. Mr. Hardy. 
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Mr. Harpy. That leads me to come back to the same questions that 
I raised earlier, General, about fighting effectiveness after you have 
gone through this reduction in personnel. 

You have indicated that you have a pretty good rate of reenlistment 
now. 

Your Marine Corps turnover, from your experience, is not as bad 
apparently as some of the others that have testified ? 

General SuHerHerp. It just increased recently, sir. 

During last summer, it went down to as low as 10 percent there for 
a while. 

But the point I wanted to make was that the bonus reenlistment I 
believe has helped us to retain reenlistments, which in turn add sta- 
bility and technical knowledge, whereas—if we got a little bit more I 
think we would do better. 

Mr. Harpy. Well, with the reenlistment bonus which is already in 
effect and this proposed pay bill which we have and assuming that is 
passed, what will be the fighting effectiveness of the reduced size of the 
Marine Corps as compared to its present fighting effectiveness ? 

General Sueruerp. I think as we get more experienced men, the 
effectiveness is bound to be better. 

No question about that. A man with 1 enlistment of 3 or 4 years 
reenlisting, he is a much more effective and proficient fighter than one 
who is just a boot. 

Mr. Harpy. At least you won’t have to spend as much time and effort 
in training him / 

General Suepnerp. That is very definitely one item. That is the 
reason we are able to get along this year, because we have not a very 
great turnover in personnel which enables us to have more bodies in 
our combat organizations. 

Mr. Rivers. Well, General, the fighting effectiveness of the United 
States Marines is always 100 percent, isn’t it? 

General Sueruerp. Yes, sir, that is right. 

Mr. Kitpay. Thank you, General Shepherd. 

General Suepuerp. Thank you, sir. 

Mr. Kitpay. Now the committee will stand in recess until 10 o’clock 
tomorrow, in room 304, the subcommittee room. 

(Whereupon, at 12:08 p. m., the subcommittee was adjourned, to 
reconvene at 10 a. m., Tuesday, February 8, 1954.) 





ibasiniti 








ili tte ci ial 











CAREER INCENTIVE ACT OF 1955 





TUESDAY, FEBRUARY 8, 1955 


House or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 2, 
Washington, D. C. 

The subcommittee met at 10:05 a. m., Hon. Paul J. Kilday, chair- 
man of the subcommittee, presiding. 

Mr. Kirtpay. The committee will be in order. 

We will continue this morning with the hearings on H. R. 2607. 
We have with us Assistant Secretary Hugh M. Milton of the Army, 
who will appear in lieu of Secretary Stevens. Will you come around, 
Mr. Secretary, and will you go ahead and give your statement with- 
out interruption ? 


STATEMENT OF HON. HUGH M. MILTON II, ASSISTANT SECRETARY 
OF THE ARMY, APPEARING IN LIEU OF HON. ROBERT T. STEVENS, 
SECRETARY OF THE ARMY 


Secretary Minton. Mr. Chairman, the Secretary of the Army, Mr. 
Stevens, asked permission to appear personally before this committee, 
so important did he feel that this matter of legislation was to the 
Army, but, unfortunately, he was recalled before the Appropriations 
Committee and as inadequate as I am, he has asked me to appear 
in his place. 

Mr. Kinpay. We are glad to have you, Mr. Secretary. 

Secretary Minron. Secretary Stevens had a prepared statement. 
If it meets with your wishes I would like just to file that for the record 
and extemporize on 1 or 2 of the important points in order to save 
your time. 

Mr. Kitpay. Without objection, the statement by the Secretary will 
be included as part of the record. 

(The statement of Hon. Robert T. Stevens, Secretary of the Army, 
is as follows:) 


STATEMENT BY Ropert T. STEVENS, SECRETARY OF THE ARMY, ON CAREER 
INCENTIVE ACT 


Mr. Chairman, members of the Armed Services Committee, the opportunity 
to make a brief statement in support of the career incentive bill is very much 
appreciated. I feel there is a pressing need for the early enactment of legis- 
lation for the Army and its sister services which affect pay and other emolu- 
ments of our career military personnel. 

Let me say at the outset that we should never attempt to buy the services 
of our career personnel. Mercenary armies have usually failed for the lack 
of a fighting heart. Ours is not an Army of mercenaries—its career personnel 
are dedicated to their country and the fundamentals for which we stand. They 
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serve steadfastly to further our national purposes in every corner of the globe. 

For that reason I believe we should look carefully at the problem of career 
incentive. Today's civilian pursuits, with their attendant high rates of com- 
pensation, are attracting competent men from the military services. We want 
not only to hold these men, but we need to resolve the doubts of those who 
might otherwise choose their country’s service as a career. The solution to this 
problem lies in the degree to which the burden of raising and educating a 
soldier’s family and of providing for the needs of later years can be made to 
compare somewhat more favorably, than at present, with levels of civilian life. 

Adding to the problem is the erosion of the indirect emoluments which have 
traditionally been part of a career soldier’s compensation. A young man 
screened by the military who chooses the service and defense of our Nation 
should be reasonably rewarded for his services. 

A full measure of dignity should be restored to the illustrious profession 
of arms in order to insure that the leaders of tomorrow will meet the standards 
of those who have gone before. The career military service should be attrac- 
tive to the highest type of young American. The quality of leadership so 
necessary to the future security of our country can be attained in no other 
way. If we are willing only to pay for “bargain basement” leadership, the 
certain outcome is that we will acquire and retain just that. 

We must insure that the proper proportion of the top quality of American 
youth will be attracted to the military services. I am not now speaking for 
the Army alone. I am speaking for the Army, Navy, Marines, and the Air Force. 

On the one hand, we cannot indulge in the mistake of believing that leaders 
of merit can be nurtured in an atmosphere of indifference. On the other hand, 
we cannot afford the false economy of high turnover and the retraining which 
naturally results. 

Every time we retrain an enlisted specialist, a noncommissioned officer or 
an officer we are putting a greater burden on the taxpayers of our country. 

Among our junior officers are many capable leaders. The Eisenhowers, Mar- 
shalls, MacArthurs, Bradleys, and Ridgways of years to come are there—per- 
forming their duty inconspicuously out of the public’s eye—but doing the jobs 
that we expect them to do in the superior manner which has been traditional 
among military men in this country. However, our past good fortune should 
not be allowed to lull us into expecting that this fine crop of potential senior 
leaders will mature naturally or remain in the Army so as to take their places 
at the head of the Military Establishment. 

To today’s younger officer, the question of whether to remain in the Army 
involves his weighing the heavy responsibilities demanded of him against the 
rewards for rendering such service. It is within our province to control the 
conditions which all too frequently have caused him to find his rewards too 
modest and to seek these rewards elsewhere. 

We in the Defense Fstablishment have prepared and recommend to you 
the career-incentive bill before you today. This proposal is designed to eliminate 
some of the inequities which hamper the career serviceman. It provides for a 
selective pay raise for career soldiers; it increases hazardous-duty pay: it 
increases per diem allowance; and it provides a long overdue dislocation 
allowance. 

The other service Secretaries feel just as strongly as I do about the need 
for this legislation. I feel that it is vital to our national security and to the 
proper discharge of a grateful Nation’s obligation to those who serve in its 
Armed Forces. F 





Secretary Minton. The bill pending before you, known as the Ca- 
reer Incentive Act, provides incentives in four major areas. While 
the measurement of these incentives is measured in terms of dollars, 
we would not have anyone believe for one moment that we think in 
terms of a mercenary Defense Establishment, because history has 
attested so many times to the in: yor mer v of that type of defense. 

As you so well know, and as I so well know, we have always had 
a Defense Establishment m: body up of devoted and dedicated indi- 
viduals, both enlisted and commissioned. Our success in battle has 
attested to the validity of that type of philosophy. 

If I am prophetic in the least, I think that the American Army 
will always continue to be manned by men of that same deep devotion 
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and dedication to duty. It is by reason of this factor that we who 
are in mufti, the civilian leaders of the Army, feel that there is a 
compelling moral responsibility for us to lay before you our thoughts 
on this bill and ask you in your wisdom to give heed to the thoughts 
which we have expressed. 

The bill, as you all so well know, provides for a modest increase 
in pay. It provides for an increase in hazardous-duty pay, for an 
increase in per diem, and the initiation of what we choose to call a 
dislocation allowance. 

We are finding in the Army that the civil life, with its high degree 
of compensation, is taking from our midst an all too large number of 
competent leaders. We want to find the means whereby we can 
retain that competent talent, and at the same time we have the 
problem of resolving a doubt in the minds of the young officers who 
are weighing the possibility of a career. 

We feel sincerely that the solution to this problem is going to be in 
the degree to which we can show the man already in, and the man who 
was weighing the possibility of a military career, how he can ade- 
quately take care of his family and educate them and lay something 
aside for the later years, in comparison with what he would get on 
the outside. 

As you so well know, there has been, as well, a slow erosion of the 
indirect emoluments which have been traditional with the military 
service. We feel definitely that we must restore a measure of dignity 
to the profession of arms if we are going to insure the competent 
and qualified leadership today which has been characteristic in the 
past. The military career must be made attractive to the young man. 
We realize that today in the Army there are many devoted young men 
who are serving inconspicuousiy and who are carrying the purposes 
of this Nation to the far reaches of the earth. Those are the Eisen- 
howers, the Marshalls, the MacArthurs, the Bradleys and the Ridg- 
ways of tomorrow. These are the men that we must retain if we are 
going to have the sense of security which we believe we need at this 
particular time and in the foreseeable future. 

It is with the thought that you have a dedicated and devoted per- 
sonnel in the United States Army—men who are dedicated to God 
and duty and country; men who are going to serve you, this country, 
loyally and faithfully—that we in the Army sponsor and endorse 
this bill. 

We have already had evidence by our increased enlistment rate that 
the bonus which you gave for reenlistment last year has increased the 
interest of enlisted men in the enlisted bonus in staying in the Army. 
It is evidence that by reason of the attention that is being paid to 
these problems, by men in high position, young men are being encour- 
aged to stay in in both the enlisted ranks and the commissioned ranks 
of our Army. 

To the end that we can have competent leadership in the future 
that measures up to the standards of the leadership of the past, Mr. 
Stevens wanted me to say to you we heartily endorse the bill now 
pending before you. 

Mr. Kirpay. Thank you, Mr. Secretary. 

I would like to ask you to enlarge on one matter you mentioned 
early in your extemporaneous remarks. That is, with reference to 
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dislocation allowance. We, or some of us at least, feel that the very 
frequent change of station is, of course, expensive moneywise. But 
perhaps more important even is the uprooting of families and the 
taking of children out of school and putting them into another school ; 
and we feel the necessity of family separations constitutes one of the 
big handicaps we have, and it is one of the things that probably makes 
the service unattractive, no matter how much a man wants to stay 
in the service. 

We, as married men ourselves, realize that if the family will not 
permit him to stay in the service he is not going to stay in the service. 
While the dislocation allowance would compensate in money perhaps, 
at least to some extent, it would do nothing on these other dislocations 
or separations which might have to take place. 

I would like to have you enlarge on your thinking as to whether 
the dislocation allowance would increase rather than minimize the 
difficulty that we have here. In other words, would there then be an 
attitude that we are taking care of his expense, so we need not hesitate 
even as much as we may have in the past on frequent moves ? 

Secretary Miiron. I can assure you that the position of the Depart- 
ment of the Army would be quite to the contrary. We would be just 
as attentive to having him in a settled position in case the dislocation 
allowance is granted, as we are at the present time. 

I am certain you are aware of what we call our Operation Gyro- 
scope, by which we are taking units from certain localities to foreign 
fields and then returning them. I think that impinges somewhat upon 
the Congressman’s thought. We want the men to have a feeling of 
security in a certain locality so that they can purchase their homes 
and live nearby. 

Mr. Kintpay. Mr. Secretary, your assurance that you will be as 
vigilant as you have been in the past does not help me much, because 
frankly I do not think that the services have been very vigilant about 
it. There have been entirely too many changes of station which could 
have been avoided. 

Mr. Rivers. That is across the board in all of the services. 

Mr. Kitpay. That is all of the services and not just the Army. 
Back in the days when a man realized he had a 3-year tour of duty, 
whether foreign or domestic, and he knew it was coming and he could 
settle down for 3 years and his children were going to be in school 
for 3 years, it was a relief. 

It seems to me a great deal of change of station has been had which 
might have been avoided by better planning, perhaps. 

Secretary Miron. Well, sir, I think your statements are valid. 
Maybe we have not been as vigilant. We have numerous problems, 
as you so well know. Our intention has always been not to do any 
more than we have been doing to dislocate them. Your words, how- 
ever, will be taken to heart. 

Mr. Kixpay. Do others have questions to address to the Secretary ? 

Mr. Gavin. Mr. Chairman. ; 

Mr. Kivpay. Mr. Gavin. 

Mr. Gavin. No. I want to commend you on that particular point. 
I think you are definitely correct. It would appear to me that the 
men who are handling these assignments would carefully investigate 
each individual to ascertain what his situation is. Sometimes he is 
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suddenly called and alerted without much notice, and even just after 
he gets located. It is very disconcerting to young people, and I 
think those who are making these transfers ought to give some con- 
sideration to the many problems involved, as far as the man himself 
is concerned and his family. 

This is pointed out by the chairman, that they should be given a 
5-year period of duty, so that they do have some knowledge they 
are going to be definitely located in one particular place for a certain 
length of time, and not suddenly be pulled up after they are there 
for 6 months or a year, and whipped into some other direction just 
at the whim of some officer who may feel he is the man for that 
particular assignment. 

Mr. Rivers. Mr. Chairman. 

Mr. Kupay. Mr. Rivers. 

Mr. Rivers. I agree with the chairman, Mr. Secretary. There are 
a lot of things that the services can do without putting it in the paper 
that the Congress has failed to do. 

Somebody brought out about an article in Reader’s Digest some 
time ago about what Congress failed to do, and they did not once 
mention what the services could do by an Executive order, a reap- 
oraisal of conditions. I think one of the fine things you have done 
is that unit rotation about which you spoke. 

The chairman and I, or the former chairman and I, were in Italy last 
September, and we viewed that fine 6th Infantry Regiment. There 
is no finer regiment in any branch of the service anywhere. They 
asked us at length about unit rotation and what a fine thing it would 
be for morale, knowing they could travel with their buddies and go 
with them for a period of time. - 

We found in the Air Force a boy who had just gotten over there and 
he had a close relationship with a Member of Congress who was a 
high-ranking Member of Congress. Of course, he did nothing about 
it, but this boy just got to this particular location and out of a clear 
sky they moved him. He was a ground officer. He was not a hot jet 
pilot. But they moved him bag and baggage as soon as he got accli- 
mated to the new setup, and he had to go and make new friends. 

In addition to expense in traveling it does something to a boy in 
getting himself accustomed to new surroundings. 

I think this one of the factors right here that will help you and help 
us a lot more than hospitalization and a lot more than housing. We 
want those things by law and not by Executive Order or by somebody’s 
influence on an Appropriations Committee. Then when we get the 
whole thing in one package you will have a good selling point along 
with having the retirement at a certain designated period and taking 
care of the families at the end of 20 or 25 years. 

I think you should be just as active and just as vitally interested 
in the hospitalization and the housing as this, because a man will fight 
a darned sight better if he knows that his family is going to be taken 
care of. Take a change of station. God knows, we hope we can avoid 
a war, but he will go to this new station with a much finer attitude if 
he knows his little child will have her tonsils out if she needs to have 
them taken out, and his wife will be taken care of when she is sick, and 
all of the manifold things that are worrying a man. 
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With your fine record, General, as a young man, which I know 
about, I am sure you will agree with me. 

Secretary Muuron. Indeed I do. 

Mr. Rivers. You have to have an overall package to sell to him and 
then get together and work on this problem. It is a problem and we 
have to help him. 

Mr. Kivpay. Is there anything further of the Secretary ? 

Mr. Barres. Mr. Chairman. 

Mr. Kivpay. Mr. Bates. 

Mr. Bares. This dislocation allowance is something entirely new. 

Secretary Minron. Yes, sir. 

Mr. Bares. I think the need for it or something like it is self- 
evident. I think most men on a tour of duty might save a couple of 
dollars his last year of the tour of duty and use all of that, plus a 
little bit more, when he moves into his new place, but it is a little bit 
of a change from what we have been doing in the past. 

What is the travel allowance per mile? Is that still 8 cents, or what 
is it now 4 

Secretary Mitton. It is 6 cents. 

Mr. Buanprorp. May I interrupt to say that that is subject, how- 
ever, to certain limitations with respect to the age of children, and 
a maximum amount that can be paid. There are many factors that 
must be considered in it which tend to cut down the overall mileage. 
I believe children under 3 get no mileage at all, if I am not mistaken, 
and yet if you are traveling they have to eat and sleep just like every- 
one else. 

Mr. Bares. But the officer still gets 8 cents a mile? 

Secretary Miron. No; 6 cents. 

Mr. Bares. Has it always been 6, or was it 8? 

Secretary Mirron. No; it was five at one time. It is more recently 
six. I donot know when it was changed. 

Colonel Brinkman. This particular dislocation allowance is in- 
tended for those expenses immediately prior to departure and imme- 
diately upon arrival at a new station. It does not cover the items 

Mr. Bares. I understand. But it is a certain amount of money 
given at a specific time for a certain purpose. The thing that ran 
through my mind was, instead of getting a new program, why would 
it not be better to increase the emoluments under the present system ¢ 

Mr. Buanprorp. I think I can answer that question. 

Mr. Bares. If I can ask this, what is the difference? Is the dislo- 
cation allowance paid prior to or after travel ? 

Secretary Mitron. It is paid after. 

Mr. Bares. It is paid after? 

Secretary Minron. Yes. 

Mr. Bares. So it is the same thing as you have for your mileage 
today? It is paid after the travel has been completed. 

Secretary Miuron. After it is performed. Yes. 

Mr. Bares. So you get down to the cold fact after travel has been 
performed a certain amount of money is paid. 

Secretary Miuron. Yes. 

Mr. Bares. So you have the same situation as you have under your 
mileage today. 
Secretary Miiron. Yes. 
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Mr. Bares. Did you give any thought to increasing mileage in- 
stead of starting out with a new program like this? In other words, 
instead of giving 6 cents, give them 8 or 10 cents? In other words, 
this is a new program. 

Mr. Buanprorp. This is only applicable, Mr. Bates, to a permanent 
change of station. If you get into mileage you are going to get into 
temporary duty stations and things like that. If you make the mile- 
age too high you will get into a situation where people make a profit 
onamove. ‘This involves a move—not distance. 

Mr. Bares. Families do not get paid for a temporary change of 
station. 

Mr. Bianprorp. No; but individuals do. 

Mr. Bares. We understand that, but this is permanent change of 
station and you have it for a permanent change of station the other 
way. 

Mr. Buanprorp. The point is that the mileage is presumed to take 
care of expenses for moving insofar as the actual items of expenditure 
are concerned for the particular move—for food, and housing, en 
route. What this is supposed to cover are the extraordinary and inci- 
dental expenses which are incurred whenever a family makes a per- 
manent change of station. 

Mr. Kitpay. Of course, very frequently the distance of the change 
involved has no relationship to the expense. 

Mr. Buanprorp. That is the point. 

Mr. Kitpay. Whether it is 2,000 miles or 200 miles. I think we 
can get that developed better when we get into the details on it. 

Mr. Bares. Mr. Chairman, I want to get a little more information, 
if I could, on this reenlistment bonus. As I understand it, the Navy 
has had a decrease from the figures given to us yesterday since the 
reenlistment bonus was put into effect. I think the bill originally 
was estimated to cost us $75 million and if we could get an increase 
of 5 percent in reenlistments we would have the break-even point. 
Your figures go to when, Mr. Secretary? You say reenlistments have 
increased. 

Secretary Mitton. Yes, sir. May I call on Colonel Brinkman, who 
has the figures here. These were to be covered by General Bolte and 
General Young later. 

Mr. Kiipay. If General Bolte has them, why do we not wait until 
we have him testify? 

Mr. Bates. I will withdraw that then. 

On page 6, the $9 which is to be changed to $12—is that the per 
diem allowance? 

Secretary Mitton. It is $9 currently. Yes. Per diem allowance. 

Mr. Bares. Is the civilian rate today $12? What is the civilian 
rate today ? 

Mr. BLANDForRD. $9. 

Mr. Bares. It has usually been the other way around, unfortu- 
nately. When the military had $7 the civilians had $9. 

Secretary Miiton. Yes, sir. 

Mr. Bates. Now the military are going to get $12 and the civilians 
will continue to get $9. 

Mr. Bianprorp. This is in anticipation of the pay increase bill now 
being considered by the House Post Office and Civil Service Com- 
mittee, which includes per diem. As I recall the bill the President 
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vetoed, as a matter of fact, it did contain a per diem of $12 for civilian 
employees. 

Mr. Bares. This is an attempt to equalize the disparity which has 
long existed and did exist through the years when civilians got $9 
and the military got $7. This will bring it up to $12 for both if both 
pieces of legislation pass. 

Secretary Miiton. That is right. 

Mr. Gavin. Mr. Chairman. 

Mr. Kiipay. Mr. Gavin. 

Mr. Gavin. I merely want to observe that on my recent trip to 
Europe I was gratified at the splendid progress that has been made 
by the Army and the Air Force in their housing facilities. They have 
moved with alacrity and have made great progress and brought great 
satisfaction to the men who are in the service and serving there. 

Why can we not move with the same alacrity here in this country 
and provide housing on these various bases where we have a lot of 
derelict tumbledown shacks they are occupying, and give them some 
decent housing facilities in this country that would satisfy them, just 
as it has been satisfying them in Germany and other countries ? 

Mr. Rivers. Will the gentleman yield? 

Mr. Gavin. I will be glad to. 

Mr. Rivers. Because they built those in Germany out of deutsche- 
marks. The German Government built them. 

Mr. Gavin. Originally they did not have any deutschemarks until 
we started to put the money into these countries which gave them 
the deutschemarks and made it possible. So at any rate, we are 
paying the bill and eventually when we leave it will return to the 
German economy. So that’s that. 

What I am interested in is to see consideration given on our Army 
posts and airbases in this country in order to give them the proper 
housing facilities. When we develop an airbase we develop the air- 
base, but there is no thought in the planning as to the housing that is 
going to be necessary when that airbase is completed. 

Mr. Mutter. Will the gentleman yield? Will the gentleman yield? 

Mr. Gavin. So I mer rely want to observe I think it is time we gave 
this housing some consideration, which involves the morale of the 
serviceman, in order to keep him contended and satisfied. 

Mr. Mitier. Will the gentleman yield ? 

Mr. Gavin. Yes, I will be glad to. 

Mr. Miter. Is that not our responsibility? If we give them the 
money they will build the houses. 

Mr. Gavin. That may be. 

Mr. Miniter. Why have we not given them the money ? 

Mr. Gavin. There are many housing plans that can be developed 
without any appropriations. 

Mr. Kinpay. Are there any other questions of the Secretary ? 

(No response. ) 

Mr. Kitpay. If there are no other questions, thank you very much, 
Mr. Secretary. 

Secret: ry Miron. Thank you. 

Mr. Kitpay. We also have with us General Bolte, Vice Chief of Staff 
for the Army, who is appearing in lieu of General Ridgway. 

General Bolte, if you will give us your statement we will permit 
you to continue with it without interruption. 
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STATEMENT OF GEN. C. L. BOLTE, VICE CHIEF OF STAFF, UNITED 
STATES ARMY, APPEARING IN LIEU OF GEN. MATTHEW B. 
RIDGWAY, CHIEF OF STAFF, UNITED STATES ARMY 


General Boure. Thank you. 

If I could, I have a brief prepared statement and then with your 
permission I would like to make some off-the-record comment. 

Mr. Kintpay. Go right ahead in your own way. 

General Bours. Yes. 


PREPARED STATEMENT OF GENERAL Matruew B. Ringway as Reap 
By GENERAL BoLre 


CAREER INCENTIVE ACT 


Mr. Chairman, members of the House Armed Services Committee : 

I appreciate this opportunity to appear before you today on behalf 
of H. R. 2607, a bill to amend certain provisions of the Career Com- 
pensation Act. It is fitting to emphasize at the outset that the recom- 
mended legislation before you today is entitled “Career Incentive Act.” 

Military service as a career no longer seems to hold sufficient and 
adequate attraction for our Nation’s eligible young men. 

The personnel problem now confronting the Army, and all the mili- 
tary services, is twofold. One is to retain our experienced and highly 
qualified career personnel. The second is to attract and keep able 
young men and women imbued with a desire to make the service a 
lifetime career, in order to meet the losses of natural attrition and 
to provide the continuity of high standards essential in an organization 
whose mission is so vital to our national existence. 

We are in competition with civilian industry to attract high quality 
young men and women. 

Every disinterested commission and committee that has investigated 
the serviceman’s pay or benefits has recommended greater assistance 
than he has eventually received. The choice of a service life has never 
been, and I trust never will be, determined by monetary rewards alone. 
At the same time, a decisive factor in any man’s choice of career must 
be the ability to provide reasonably well for his family. 

The American Army needs men of quality and integrity dedicated 
to the ideals of patriotism. Any man who chooses a profession in- 
volving the hazards and hardships that he knows he will frequently 
face in his lifetime of military service must be dedicated. But to 
demand that he likewise accept avoidable hardships and substandard 
living conditions for himself and his family is to make unnatural and 
unreasonable demands. 

Many of our present members, both enlisted and commissioned, are 
finding it desirable to leave the Armed Forces and further their in- 
dividual careers.in civilian pursuits. This loss of career personnel is 
not a new problem in the Armed Forces. It has presented itself many 
times in the past, and may well again arise in the future—whenever 
the disparity between the tangible benefits of civilian and military 
careers becomes so great that men of ability cannot, in justice to 
themselves and their families, afford to don the uniform for their life- 
time. 
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On November 28, 1775, Gen. George Washington, in a letter to the 
President of Congress, wrote the following : 

There must be some other stimulus, besides love of their country, to make men 
fond of the service. 

Even in those days the problem of military pay was a matter of 
considerable concern to the Continental Congress. It is fortunate, 
however, that, in the years since then, loss of career attractiveness has 
always received timely recognition, and the necessary corrective 
measures have been provided by the Congress. 

Our Government could never adequately pay the serviceman for 
those periods of time in which he is actually engaged in combat. No 
one is more aware of this fact than the career servicemen. The career 
soldier does, however, feel that in the normal pursuit of his service he 
should be permitted to lead a life which, to the extent possible, has 
rewards parallel to those which are enjoyed by his civilian country- 
men. 

In the past few years a normal life for a serviceman has been diffi- 
cult at best, and now we must face the fact that a service career has 
lost much of its attractiveness in comparison to civilian life. We must 
close this gap. 

As previously mentioned, our manpower requirements today place 
us in active competition with industry. The complex and technical 
skills required of our soldiers, sailors, and airmen, require the expendi- 
ture of large sums of appropriated funds on specialized training. In 
many specialized fields training necessary for the services prepared our 
young men for lucrative positions within industry, where the financial 
return to the individual far exceeds the pay he draws in the Armed 
Forces. 

While many of the complex military skills so highly essential to an 
effective fighting force do not have a civilian counterpart, the able 
personnel trained by the Armed Forces in these military skills are also 
susceptible to being diverted into civilian pursuits. We must provide 
an adequately attractive career for all of our military members. 

The services, within the scope of existing authority, have taken 
many corrective actions designed to enhance the prestige and attrac- 
tiveness of a service career. In my judgment the recommended 
legislation now before you is sorely needed. Your favorable consid- 
eration of it will provide essential career incentives and reaffirmation 
that the military service of these United States is a respected 
occupation. 

That completes General Ridgeway’s prepared statement, Mr. Chair- 
man. If I may, I would like to make some off-the-record comments 
at this time. 

Mr. Kitpay. Go right ahead. 

(Discussion off the record. ) 

Mr. Parrerson. There is one thing I disagree with your statement 
on, which is where you say these boys have better inducements on the 
outside. In these cases I have just referred to off the record, every one 
of them, to a man, said that he does not know what he is going to do in 
the outside world. He has been in the Army for 12 to 15 years and 
he is stuck. That refutes that statement. 

Mr. Kitpay. That is one of our serious problems, but that is the 
man who is closer to our own age here. 
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Mr. Parrerson. Mr. Chairman, we are not talking about some of 
these high-ranking generals who are going to the outside and going 
into business as is represented by some of them taking over the chair- 
manship of boards, and things like that. They are not the fellows I 
have reference to. The people I have reference to are these men who 
have devoted the greatest part of their life to the service and now find 
themselves in this position of being dumped out on the civilian world 
without any place to turn. 

The only thing they can say is, “I wore the uniform when I was 
overseas, and that is my experience.” That is not good enough for the 
outside world today. 

General Bore. May I speak to that, Mr. Chairman? 

Mr. Kinpay. Yes. 

General Bourr. We were obliged to stop the integration of officers 
of that type in 1952 because of the ceilings imposed on us and the 
requirement that we must take in ROTC graduates for 2 years of 
commissioned service, and we have our OCS graduates. We are not 
integrating people, as was said here, in the specialist category above 
those second lieutenants. We have had to terminate the tour of reserve 
officers, as Mr. l’atterson refers to. 

As to their seeking or getting employment outside, I heard in New 
York the other day from General Crittenberger that he can place any 
young captain of 10 years’ service. It is the retired colonels and 
generals that want to get in on these other jobs. 

Mr. Parrerson. There are no generals in this picture I am referring 
to. It runs up to, let us say, lieutenant colonel. 

General Bourse. Mostly captains and majors. But that was the 
result of the imposition of the ceiling on us in personnel. 

Mr. Patrerson. Will you give us the name of that person who can 
take care of these people in New York, so that we can refer them 
to him? 

General Bourr. It is General Crittenberger. He says it is the senior 
officers that concern him. He can place the younger ones. 

Mr. Rivers. May I ask a question ? 

Mr. Kitpay. Just one. 

Mr. Rivers. I notice you say at the end of the prepared statement 
which you read: 

The services, within the scope of existing authority, have taken many correec- 
tive actions designed to enhance the prestige and attractiveness of a service 
career. 

Could you enumerate a few of those offhand? 

General Boure. The first one is the rotation plan that we have 
developed. 

Mr. Rivers. Yes. That is good. I know that. 

General Boure. As you said, in the housing in Germany we were 
able to do something about it. 

Mr. Rivers. Which I think we should make it clear you are en- 
titled to. ; 

General Bouter. I did one thing with the Collins agreement which 
affected housing within 50 miles of the Iron Curtain. That deprived 
the cavalry regiments there of the homes that they had available. 
[ have abrogated that agreement, and those three regiments are much 
happier than they were before. That is the sort of thing we have 
been able to do. 
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With reference to construction in this country, which Mr. Gavin 
referred to, we have improved conditions j in places like Benning and 
Knox. We bought trailers, but that is all within the construction 
appropriation. We have a program for it. 

Mr. Rivers. Last year was the first time in the memory of this 
Congress that the civilian end of the Department sent us any housing 
proposition. They waited until the last 60 minutes of the hearing, 
which went on for many weeks, and they said, ‘ ‘If you do not help us 
we are going to perish. We want 500 million.” I think that is the 
figure. It doesn’t make any difference. They waited until the last 
minute. 

Of course, we did not give it tothem. It is only in the last 9 months 
that we have had an opportunity to see it. I would like to see it be- 
cause that housing goes to the heart of the morale more than this. 
There is no question i in my mind about it. 

Mr. Kizpay. Are there any other questions of the General? 

Mr. Bares. General Bolte was going to comment on the bonus 
effects. 

Mr. Kinpay. Yes; that is right. 

General Borve. The Regular Army during the 6-month period 
ending December 31, 1954, enjoyed a good increase in both original 
enlistments and reenlistments. However, I think it would be pre- 
mature, at this time, to assume a trend is developing among a larger 
segment than usual of our Nation’s youth voluntarily to enlist in the 
Army. 

It is believed that the favorable results obtained during the first 
half of fiscal year 1955 clearly demonstrates that when incentives to 
enlist or reenlist are offered we can expect more of our young men 
voluntarily to accept military service. 

The incentives for reenlistment were the increased reenlistment 
bonus and our unit-rotation plan. 

The incentive for our increase in original enlistments in January 
1955 can be attributed largely to the President’s proclamation discon- 
tinuing the accruing of certain veteran benefits after January 31, 1955. 
The majority group of young men who enlisted prior to the January 
31 deadline date we can expect will only serve their obligated service. 

The results of the past 6 months are, however, indicative of the fact 
that when career incentives are provided we can expect an increased 
interest in Regular Army service. 

We should, I think, be cautious in drawing optimistic conclusions, 
because of the high percentage of Regular Army immediate reenlist- 
ment during the past 6 months, or the 25,000 original enlistments dur- 
ing the month of January 1955. 

This increase in our enlisted strength of 33,000 during the first half 
of fiscal year 1955 (July-December 1954) included increased enlist- 
ments and reenlistments. Reenlistments alone amounted to 16,000 
above what we had programed for the same period. 

To illustrate, as of December 31, 1954, 46.8 percent of the enlisted 
men of our active Army were volunteers; 53.2 percent were inducted 
personnel. 

Of our volunteer enlisted personnel only 17 percent have more than 
6 years service, 36 percent have from 3 to 6 years service, 47 percent 
have less than 3 years service. 
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As previously mentioned, the limited increased incentives during the 
first half of fiscal year 1955, resulted in rises in enlistment and reen- 
listment rates. 

From this I can reasonably conclude that your favorable considera- 
tion of the career incentive bill, together with those additional career 
incentives mentioned by the President in his message of January 13, 
1955, could well produce the necessary stimuli for higher enlistments 
and reenlistments in our Regular Army. 

We have had an uptrend in the enlistment and reenlistments in the 
last 6 months of 1954 largely and almost entirely as a result of the 
reenlistment bonus, where, as you now know, a man on the reenlistment 
gets 1 month’s pay for each year for which he enlists. Let us say he 
wants to buy a new automobile and he can enlist for 4 years and get 
$700 or $800. It has caused an uptrend which, I think, however, is 
only temporary. 

Then we had an influx since the President put the block on the 
privileges, and we have had a rush the last month that has given an 
artificial uptrend in the enlistment and reenlistment rates. 

In the inductee rate it is one-half of what it was in the last fiscal 
year. That is, the inductee who decides he wants to stay in and make 
a career of it. It has dropped. It is in the Regular Army that there 
has been an uptrend, but only temporary, in my opinion. 

Mr. Parrerson. How much did it go up? Have you any figures 
on it? 

General Bourse. It went up three times the last fiscal year on the 
Regular Army rate. It has steadily gone up the last 6 months until 
now it is the average for fiscal year 1955 to date of about 54 percent, 
which is pretty good. The inductee rate has gone down from 4 to 3 
percent. I think it is only a temporary situation, but I am sure this 
legislation will improve it. 

Mr. Kiipay. The point is those figures indicate that the bonus did 
improve it and, therefore, you feel that this would be a further im- 
provement ? 

General Boure. Yes, sir. 

Mr. Bianprorp. May I ask, Mr. Chairman, if that does not also 
reflect this sort of situation: That you have coming up reenlistments 
now of people who enlisted in 1950 and 1951 and who have been in 
the Army when you had large numbers of enlistments, and who have 
attained a grade of master sergeant, let us say. 

Is this 54 percent made up of a composite of all Regular Army eli- 
gibles? What is it with regard to the man who has just completed 
his first regular enlistment, disregarding the inductee? That is the 
man you have the investment in at that point. 

General Boure. That is 36.2 percent for the first term. 

Mr. Bianprorp. Mr. Chairman, I think that is the more important 
figure at that point. There is a man who has had 4 years of service. 

General Bourr. But the longer the service, the higher the rate. 

Mr. Bianprorp. That is natural. Once a man gets a certain num- 
ber of years toward his retirement that figure has a tendency to go up. 
But the 36-percent figure is for the first-term man, who has had all 
of these training costs expended on him. He is the man you have 
to replace and retrain all over again. 
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Mr. Parrerson. Would you expect a higher figure for that particu- 
lar category than you would for those in the ‘Navy or Air Force? 
For this reason: That some might prefer the Navy or the Air Force. 
They know they have to perform some service. A lot of them might 
join the Air Force or the Navy merely to get out of the Army, let us 
say. 

General Boure. That is right. 

Mr. Parrerson. Then you have a different situation for people who 
actually enlist in the Army. They are not trying to avoid the Army 
because they would either take the Navy, or take 2 years, which is a 
little bit different situation than you have in the other services. 

Mr. Kitpay. What would you regard as being an ideal or ultimate 
reenlistment rate? Of course, 100 percent would be ideal. 

General Boure. There are some that we do not want to reenlist and 
we would like to drop those out. It would not be 100 percent, but 75 
percent or 80 percent, where we could keep our skilled and career 
personnel, 

Mr. Kinpay. Of course, you are not required to reenlist a man at 
the end of his term if he has shown he does not have it. 

General Bourr. Not if there are reasons to the contrary. If he is 
not satisfactory, that is. But he does have a right to reenlist if he 
does not have something against him. 

Mr. Kitpay. Suppose the outfit in which he enlists is not concerned 
with him, and he can go off 1,000 miles away and enlist. There is no 
check on that. 

General Bourer. Yes, sir. We have a check on it, but it does not 
happen at the time he enlists. Sometimes he gets enlisted and then 
his name comes in. 

For instance, we had to flag some of the security cases and returned 
prisoners who still had something against them. 

Mr. Kitpay. Of course, if he presented an honorable discharge he 
would be taken right in. Any other type of discharge would be sent 
to the Adjutant General and then only could he get in. 

General Bourr. And then checked there. 

Mr. Kintpay. Of course, there are men who get honorable discharges 
that you do not want to reenlist. 

General Boure. That is true. 

Mr. Kitpay. Youcan stop a good many, but some might get through. 

General Bourr. Yes, sir. 

Mr. Gavin. I want to say to the committee I think it is a privilege 
to have General Bolte with us this morning. His outstanding record 
in the United States Army is a record of which he can well be proud. 

Mr. Rivers. And of which the Congress is proud too. 

General Boure. Thank you very much. 

Mr. Kinpay. Thank you very much, General. 

We will now go to the Air Force. We have Secretary Talbott 
here. 

Mr. Bianprorp. We have a correction on the last page of the 
Secretary’s statement. 

Mr. Kivpay. Good morning, Mr. Secretary. You can go ahead 
with your statement in your own way, isin imteawention, 
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STATEMENT OF HON. HAROLD E. TALBOTT, SECRETARY OF THE 
AIR FORCE 


Secretary Tatsorr. As your Secretary of the Air Force I am pri- 
marily responsible for the effectiveness of the Air Force. I am sure 
you know the priority and importance of the Air Force mission. 
Each of you knows only too well the vital importance of maint: alning 
our defensive and ret: aliatory forces at peak efficiency. 

Every action we take to procure new airplanes and new equipment 
is to improve the effectiveness of the Air Force. Each new model 
gets a little more intricate and a little more difficult to maintain and 
operate. Our demand for high-quality, well-trained, and highly 
skilled young men keeps pace with our technological improvements, 
Our machines can be no better than the men who must operate them. 
There is a definite indication of a continued drop in the effectiveness 
of the Air Force because of untrained and inexperienced personnel 
who will man it. 

I think you have all heard me discuss many times the average cost 
of training a man during his 4-year enlistment in the Air Force. This 
figure has been established at $14.755. This includes the total cost to 
feed, to house, to clothe, and to train, and to pay the average airman 
during his first 4 years. Needless to say, if a man has been with 
the Air Force longer and we have spent more money on him, our 
capital investment is even higher. During the first 5 or 4 years of 
service, our men are in a training cycle and generally unproductive 
to the Air Force mission. By this, I mean we must have other men 
to support him and to give him his training. 

Now, after 4 years or more, if an airman desires to get out of the 
service, we can’t hire a trained technician to replace him as can be 
done in business. We have to start from scratch and bring a new man 
up to the same state of experience. I have been speaking of the regu- 
lar airman—the training pilets, bombadiers, radar operators, navi- 
gators, of course, cost a great deal more. 

Let me give you some figures. The Air Force had as of January 
1,817,000 airmen. Each of these airmen was voluntarily enlisted for 
a period of 4 years or more. Of these airmen, we have 260.300 whose 
enlistments will expire during fiscal year 1955. In fiseal year 1956, 
276,695 more will expire, and in fiseal year 1957, 197,150. Not all of 
these men will be eligible for nor capable of reenlistment. An ideal 
reenlistment rate would be somewkere between 60 percent and 65 
percent. However, our present reenlistment rate is less than 25 per- 
cent of those now eligible to reenlist. The monetary loss inherent in 
the cost of training new men to replace those we lose whom we should 
be able to retain is enormous. No commercial concern could exist 
with such a turnover. There is no economic motive in the Air Force. 
Our motive in the Air Force is to be ready to defend our country and 
retaliate against an aggressor any hour of the day, for an indefinite 
number of years tocome. We dare not allow our Air Force to become 
ineffective or unable to do its job properly. 

I have had extensive studies made to determine why our fine 
young men who have done so much for the Air Force, especially during 
the Korean conflict. are unwilling to stay with us. This decline in 
the Air Force reenlistment rate has been in effect now over this past 
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year. It has been especially noticeable since we have emerged from 
ng per iod of a shooting war. We must reverse this trend of reenlist- 
ment. Our security literally depends on the efficiency of the keystone 
of our military forces—your Air Force. 

We already have evidence of the decline in the efficiency of the 
Air Force from operational readiness tests in our most important 
units. These are tests held periodically by our major commands to 
determine the effectiveness of each unit. In the last few months, 
several of these units have begun to show a drop in test scores. A 
strategic reconnaissance wing “has dropped in effectiveness because 
it has lost key enlisted photo interpreters. A medium bomb wing 
shows a drop because it has lost maintenance men for its communica- 
tions and bombardment equipment. A refueling squadron shows a 
drop in its effectiveness because it has lost engine mechanics. 

Now the Strategic Air Command will further dilute its experience 
because it is committed to active additional units to meet the require- 
ments of the 137-wing Air Force program. An operational cadre of 
experienced personnel must be placed in each new unit to get the new 
units started. In addition, there will be a continued loss of trained 
personnel because of failure to reenlist. Since these operational readi- 
ness tests are given on a program basis to cover each unit during the 
year, we fear that the three instances, which I have just stated, are 
the first indications of a trend that will continue and get worse. 

The Air Force in an attempt to slow down the reduction in reenlist- 
ments has made a concerted study and questioned thousands of air- 
men on this problem. The problems that cause men to make up their 
minds to reject a career in the Air Force cover a wide range of sub- 
jects, generally those having to do with the problems of day-to-day 
living. They include pay, housing, fringe benefits, frequent moves, 
long separations from families, and a whole list of items. Better 
than half of our airmen’s problems are problems of the military, some 
of which are necessary because of the very nature of military service. 
Others we find we can correct by administrative action within the Air 
Force. [assure you that the Air Force is making a determined effort 
to alleviate conditions within its power. 

However, about half of the causes are problems that come under 
the control of legislative programs. ~~ one on the list of prac- 
tically every man questioned was pay. I don’t need to go into detail 
with comparative pay in industry. I can say that the service train- 
ing of our airmen technician gives him a definite edge for employment 
in civilian industry, especially in the electronics and aviation fields. 
We find stiff competition for these men. Company advertisements 
appear in the newspapers circulated on many of our bases. We can- 
not object to this since it is inherent in our way of life that every man 
has the right to choose his place of employment and his way of life. 
However, if we are to attract and hold voluntarily the quality young 
men we need and must have, we must make the military career at- 
tractive enough to be competitive with industry. 

Now, I can't expect Air Force take-home pay to match that of in- 
dustry. However, I do think the Air Force pay and fringe benefits 
should make us competitive. We have a definite educational program 
in our services to tell the young man what his benefits are. 

The increased pay as provided in this bill will be offset in part or 
possibly in its entirety by an increase in the reenlistment rate which 
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will make a proportionate saving in our training expense. For that 
reason, I fully support the bill that is with you today. If this bill 
fails to have the desired effect of getting the required reenlistments 
of experienced personnel, we must attempt other solutions. 

Therefore, I can only appeal to you today to assist us in meeting 
our problem of getting more of our fine young men to enlist in the 
service. The bill before you has the full endorsement of the Air 
Force. We ask your thoughtful consideration. 

Mr. Kitpay. Thank you, Mr. Secretary. 

Are there any questions of the Secretary ? 

Mr. Patterson. I would like to ask the Secretary a few questions. 

Mr. Kitpay. Mr. Patterson. 

Mr. Patrerson. Mr. Secretary, I know that you have made recent 
speeches throughout the width and breadth of our country and I 
wonder when you first became worried about this situation which is 
referred to in your statement this morning ? 

Secretary TaLsorr. Congressman Patterson, a year ago last August, 
that is, a year and a half ago, at the Air Force Association annual 
meeting at the Statler Hotel I made a speech, and the subject of the 
speech was this: The pay and our problem on reenlistments. We saw 
it then, and in every speech I have made for the last year and a half 
I have talked about the necessity of a pay increase and of our housing 
problem and these various problems which are affecting our reenlist- 
ment rate. 

So I have been after this constantly for a year and a half. 

Mr. Patrerson. Other than speeches, did you do anything else and 
look into the matter thoroughly ¢ 

Secretary Tauzorr. I have had investigations made, and very seri- 
ous and very thorough investigations made, and at numerous bases. 
I have gone to these bases myself. I have traveled pretty much 
around the world and looked at them. I have visited over 225 of 
our bases, and it took a lot to go through them. 

Let me give you one example which stands out in my mind that 
affects the housing problem you spoke of. That is at Limestone. Up 
there we have a base with a base cost and equipment and storage 
of at least $250,000,000 invested in there. It is a magnificent heavy 
bomber base with B-36’s stationed there. That is operated by a 
colonel who gets $10,000 a year pay. He has a house that had no 
cellar, no garage, no third floor, two bedrooms, a bath, one living 
room-dining room, and a little kitchen. It had no garage. We had 
12 feet of snow there that winter and that fellow gets $10,000 a year. 
That is what we pay a fellow running a base with $250,000,000 in- 
vested in it, and it just isn’t fair. 

Mr. Parrerson. Mr. Secretary, only yesterday Mr. Wilson ex- 
pressed some concern over the lack of pay raises to high-ranking 
officers. 

Secretary Tarzotr. That is a high-ranking officer. I always take 
in that bracket. A colonel gets about $10,000 with his flying pay, and 
a brigadier gets about $12,000, and a major general about $14,000. It 
is pretty tough. 

Since I have been here I have had propositions brought in by our 
top brass, so to speak, and I have never had one of them speak about 
their own salaries or wanting their pay increased. They are always 
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talking about the fellows down the line, and how can we hold our 
technicians. I think we ought to give more consideration, and there 
ought to be a bigger spread. 

As General Bolte pointed out, the young men must be able to see 
something where they will have a comfortable life ahead of them, 
instead of a life which is pretty tough to take. 

Mr. Gavin. Mr. Chairman. 

Mr. Kitpay. Mr. Gavin. 

Mr. Gavin. As a businessman, what do you think the head of a 
corporation of business would get that had $250 million invested in ” ? 

Secretary Tausorr. | would say a minimum of $50,000 a ye 
From that to $100,000 a year, depending on the ability of that man. 

Mr. Parrerson. Another thing which ccmes wp in my mind is this. 
I know in all these travels, Mr. Secretary, you must have not only 
come in contact with that problem of the airmen, but how about their 
family life? How do their families, their wives and mothers, feel 
about it, who are living on the base ? 

Secretary Tarsorr. I don’t believe the services have ever given the 
importance to the wives that they should be given. Forty percent 
of our airmen are married, and 78 percent of our officers are married. 
I ask any one of you men—do you think you would reenlist if your 
wife said no? You probably would not. And if your wife said you 
had to enlist you probably would. Therefore we have done an awful 
lot to study the wives’ conditions—the Air Force Wives Association 
and their clubs at all the local bases. Now we have an outlet and wait 
for them to tell us what to do to be helpful to their conditions. I think 
we are making some headway. 

Mr. Parrerson. I think if a man’s home life on a post, or even in 
the civilian world, is a happy one, that it goes to make excellent morale 
in whatever branch he might be. 

Secretary Tatnorr. There is no question about that. I tell you, 
gentlemen, it is just vital that we get this reenlistment rate increased. 
We have had or put through the ‘reenlistment bonus, where a fellow 
comes up to that point and says, “If I reenlist I can pay off my debts 
and get a clean start.” That has had a very good effect. I really 
believe that this increase will pay for itself by the reenlistments in 
not having to retrain so many men. 

Mr. Parrerson. I can see where you in your position in the Air 
Force really have to do something in order to entice these boys to 
reenlist because of the amount of money you have invested in the 
individuals and the technical schools that they have. 

I can also see where you are going to be in real competition with 
some of these big airplane manufacturers who are going to be dipping 
into the Air Force at every opportunity they get to grab a couple of 
good mechanics, or engineers, or even some of your top-ranking officers. 

Secretary Tatsorr. That is true. and we have no right to object 
to that. 

Mr. Parrerson. I know, but you have that competition, which is 
really keen, I think. 

Secretary Tatnorr. Surely. 

Mr. Parrerson. I think keener than any other branch of our armed 
services. 

Secretary Tarnorr. That is right. 
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Mr. Parrerson. I think you have been doing a pretty good job, 
Mr. Secretary, and I think you should be commended. 

Secretary Tarzorr. We do not have the reenlistment, and that is 
our job. 

Mr. Parrerson. I know, but you have been right on the ball and 
have been after it. 

Mr. Harpy. Mr. Chairman. 

Mr. Kiupay. Mr. Hardy. 

Mr. Harpy. Mr. Secretary, you spoke of the family quarters situa- 
tion at Limestone. The family quarters and the facilities for taking 
care of the families of the personnel at Limestone received the least 
attention of all in the construction of that base. Is that not right? 

Secretary TALpott. Received what ? 

Mr. Harpy. The least attention or part insofar as the construction 
of that airbase is concerned. 

Secretary Tatsorr. Not after I came into office. I don’t know 
about before that. 

Mr. Harpy. Of course, I realize it was mostly constructed before 
you took over, but as a matter of fact, it is a rather elaborate propo- 
sition, is it not, generally speaking ? 

Secretary TAuLsorr. No, sir. 1 do not think it is elaborate at all. 

Mr. Harpy. I am not talking about the family quarters, because 
I think they are inadequate. 

Secretary Tatzorr. Then I must say I misunderstood you. 

Mr. Harpy. I am thinking of the general construction and appur- 
tenances at Limestone. There was a lot of expense put in at Lime- 
stone that could have been better put in on family quarters. I think 
you will probably bear that out if you were up there recently or 
at the time we were up there, because practically no attention was 
given to family quarters, and no place was left for people to live. 
And they lived at Carswell because they had no place to put them 
up. Is that not a fact ¢ 

Secretary TaLeotr. Yes; that is a fact. 

Mr. Harpy. You had very wide streets, a whole lot wider than 
anything on the outside of the base, and a very fancy operations build- 
ing, and a lot of other things that might have been curtailed a little 
bit in the interests of building family quarters, it seems to me. 

Mr. Witson. Mr. Chairman. 

Mr. Kitpay. Mr. Wilson. 

Mr. Witson. Mr. Secretary, in the last part of your statement 
you say this: 

If this bill fails to have the desired effect of getting the required reenlistments 
of experienced personnel, we must attempt other solutions. 

That kind of worries me a little bit. 

Secretary Ta.porr. I think the second important thing is housing. 

Mr. Rivers. The first important thing. 

Mr. Witson. Do you think this pay bill is inadequate? That is the 
point I want to get at. 

Secretary Ta.gorr. No, sir. 

Mr. Witson. In other words, this is only a step? 

Secretary TAtsorr. No. I would like to see the pay bill go further 
and higher. 

Mr. Wirson. You are the first one that made any mention of it. I 
am a little bit distressed. So far all of the testimony has been to the 
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effect that if this bill is passed, everything will be rosy. I have some 
statistics to show the cost of living has gone up since 1949, 37 percent. 
I mean, the pay of the average workman in the United States has gone 
up 37 percent, and yet the military pay has gone up only 5.7 percent 
since then. We are still way under what it should be, according to 
1949 standards. It is either that, or else you were overpaid in 1949. 

Secretary Tavsorr. I am perfectly satisfied to try this bill at this 
rate, but if I had had the responsibility on it alone I would have made 
it higher. 

You see, while your average is 5.7, or whatever the percentage may 
be, we are not increasing the first enlistment fellows at all. We are 
hitting the brackets in there but we are neglecting terribly our top brass 
and our general officers. 

Mr. Bares. Mr. Chairman. 

Mr. Kizpay. Mr. Bates. 

Mr. Bares. Do you use the numbers involved in the lower rank in 
the computation for the average? 

Secretary Tatsorr. You have no increase in rates for the first en- 
listment. It is after reenlistment. What we want to do is give a 
man a raise if he reenlists. 

Mr. Bares. I understand that, but do you take those into considera- 
tion when you compute your average ? 

Secretary Tatsorr. That is what Mr. Wilson has done, I think. 

Mr. Bares. Do you, sir? I want to find out exactly what the 5 
percent is. Does it only pertain to those that actually get increases, 
or does it take into consideration everybody ? 

Secretary Tatzorr. No, I think not. I will have to ask someone on 
that. question. 

Colonel Wettzs. It is an average. 

Mr. Bares. I understand it is an average. 

Secretary Tatsorr. On what? 

Colonel Wetts. All pay and allowances. 

Mr. Bares. Including those who get no increases? 

Secretary Ta.sorr. Yes. 

Mr. Bares. Is that right, sir? 

Secretary Tatzorr. Yes, sir. 

Mr. Barrs. Then what is it for those who actually do get increases? 

Colonel Weis. Up to 25 percent in some cases. In the case of a 
second lieutenant it 1s after 3 years’ service 25 percent increase, and 
there are corresponding increases in the lower enlisted grades and 
certain other grades. 

Mr. Bates. Do you have a computation of the average of those who 
do not get the increase? 

Mr. Kitpay. We will get into that in greater detail later. 

Secretary Tatnorr. I do not think that will help you much, Mr. 
Bates. You have to see the scale. : 

Mr. Bares. I understand that, but we usually get this 25 percent 
figure. 

Mr. Branprorp. It is unfortunate that they even use the expression 
5 percent any place in this bill, because what you are dealing with 
here is selective increases following the whole pattern, and it is not 
right to say there is an overall average 5 percent increase in this bill. 
Mr. Kripay. That is only a budgetary figure. 





































~~ 


— a! 


449 


Mr. Bares. That is the reason why I asked the question—to clear it 
up. ' 

Mr. Kitpay. That will be our most time-consuming problem here, 
that is, to have the charts and testimony on each of these pay scales 
and see how it compares to the existing pay scales with the percentage 
of increase in dollars. 

Mr. Wirson. I know it isa broad figure, but I would like to point out 
it would take a 32 percent increase from 1949 to bring it back up to 
the average. 

Mr. Arenps. I am pretty well convinced, regardless of statistics a 
we read them in the papers, which show the greatest interest on the 
part of the boys is increased pay checks—I am convinced from talking 
to many of them that if we could provide adequate housing and give 
them some of the fringe benefits so that their wives and kids could get 
into a hospital, then I think we could satisfy them on the pay question 
~asier than we believe is possible now. We do want to give them what 
they are entitled to, but I think we should get these other things de- 
veloped first. 

Secretary Tatsorr. I think your thinking is exactly right. 

Mr. Rivers. I think housing and hospitalization are 1 and 2, and this 
is probably No. 3, but the fact remains it is an overall proposition with 
a number of factors. I think the Air Force has been hardest hit be- 
cause, being a new service, you have nobody to help you. The Army 
and Navy is satisfied, and you have to fight this problem of housing 
alone. 

I want to tell you you have been butting your head up against a 
stone wall and have been one of the first to recognize it, but you are 
one of the pioneers of the civilians in the Defense Department. The 
high-up echelons have not carried on with you. That is my observa- 
tion. 

Mr. Gavin. Mr. Chairman, I want to commend to the Secretary, 
General Norstad, General Cook, General Tunner, General Lee, and 
General Kissner for looking after the morale of the Air Force officers 
in Europe as far as housing, hospitals, P-X’s, clubs, and the messes are 
concerned. I visited all of the bases and went through all of them and 
talked with all of the men. The morale was very high. 

I was gratified at the outstanding performance that these generals 
are turning in as far as the morale of our troops or Air Force is con- 
cerned in Europe. 

Mr. Kitpay. Thank you, Mr. Secretary. We are glad to have your 
statement. 

Secretary Tatsorr. Thank you. 

Mr. Kitpay. We will have Gen. Thomas D. White, Vice Chief of 
Staff, Air Force, next. 


STATEMENT OF GEN. THOMAS D. WHITE, VICE CHIEF OF STAFF, 
AIR FORCE, APPEARING IN LIEU OF GEN. NATHAN F. TWINING, 
CHIEF OF STAFF, UNITED STATES AIR FORCE 


General Wuire. Mr. Chairman and gentlemen. I am very honored 
to appear before your committee on behalf of the Chief of Staff. I 
have a statement here which I might either read or put in the record. 
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Mr. Kupay. I think it would be well for you to read it, General. 
General Wurre. Very good, sir. 


PREPARED STATEMENT OF GEN. NaTHAN F. Twrnine As READ By 
Gen. Tuomas D. WuirtTe 


CAREER INCENTIVE ACT 


Mr. Chairman and gentlemen, I am happy to have the opportunity to 
give you my views on the proposed career incentive bill. This item 
of legislation i is of great importance to our national security. 

It is axiomatic that the effectiveness of modern airpower is depend- 
ent upon the individual quality of its four basic elements—aircraft, 
weapons, bases, and men. In our efforts to attain quality, our most 
serious problem in the Air Force is how to retain high quality men. 

In manpower, quantity alone is not suflicient. Without trained and 
experienced personnel, all expenditures of effort and money on the 
other elements of airpower lose their significance. 

The finest fighting airplane, armed with the most powerful weapons, 
loses much of its effectiveness if manned by a mediocre crew and main- 
tained by semiskilled ground personnel. 

For example, the gunsights that were used on the F-86’s in Korea 
are more complicated to maintain than an entire airplane was just 15 
years ago. We now ask ourselves before we adopt a new and neces- 
sary item of equipment whether we will have sufficient trained people 
to keep it working and eifective in combat. 

The efficiency and striking power of our aircraft has been greatly 
increased. Pilots can fly successful combat missions in darkness and 
in bad weather—at high altitudes and at great speeds. They can pro- 
tect themselves and their aircraft, strike their t target, and return to 
their home base ready to go again. They can do this because of tech- 
nological improvements. 

These improvements are not mere luxuries. They are essential to 
our national survival. We cannot afford to fall behind and the enemy’s 
aircraft are improving just as rapidly. 

For a long time, we have relied upon a qualitative rather than a 
quantitative superiority over the U.S.S. R. Unless we can maintain 
that qualitative superiority, not only in our aircraft, but also in the 
personnel who fly and maintain them, we will have a poor chance 
against the superior numbers of our enemy. If we cannot overcome 
them with quality, we must match them in quantity. Obviously this 
would require huge expenditures. 

If world war ILI is forced upon us, our hope of victory will be just 
as dependent upon the skill and training of our crews as upon the 
perfection of our equipment. We already know that our overwhelm- 
ing air victories in Korea were primarily the result of the superior 
training of our pilots. But trained pilots must be backed by skilled 
jet engine mechanics, fire control system mechanics, radio operators, 
and all the other technicians who must keep every part of the weapon 
system functioning smoothly and effectively. 

Aircraft models have changed radically. Equipment has become 
more complex. For this reason the jobs men have to do for the Air 
Force demand much more education and training than was necessary 
just a few years ago. However, there is a large gap between the skills 
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we get and those we need. The men coming into the Air Force today 
are no better educated and no more highly qualified than they have 
been in the past. } 

We can find only one solution. The Air Force has to bridge the gap 
through a costly and time-consuming process of training and educa- 
tion. 

Many of our courses require 8 or 9 months of intensive training be- 
fore a man can be graduated as an apprentice. We must provide this 
school training in the first year of a man’s service if we are to receive 
much from him during his 4 years’ enlistment. This school training 
must be followed, of course, by a year or more of on-the-job training 
before a man has sufficient experience to become dependable and as- 
sume responsibility for his complicated tasks. For example, to train 
a fairly competent radar mechanic takes over 2 years. 

Often we find that the airman’s enlistment is nearly finished just 
when he has become fully qualified to do his job. However, not 
until he reenlists does the technically trained airman begin to pay real 
dividends to the Air Force and our national security. 

At this point we find the Air Force’s biggest problem. Our most 
thoroughly trained and highly skilled airmen have the lowest reen- 
listment rate of all. Private industry bids constantly for their serv- 
ices. All too often these bids are accepted because the pay we can 
give them is inadequate. Also, they and their families are often 
dissatisfied with the inadequate housing and poor living conditions 
that they find in the military service. 

As a result, the reenlistment rate for our most highly skilled people 
drops to as low as 15 percent, and the Air Force has to find and recruit 
new men by the thousands each month to start the whole expensive 
training process all over again. 

The Air Force is forced to spend a large percent of its money and 
resources just to replace the training investment we lose when these 
men leave the service. 

The problem is not limited to the airmen ranks alone. We are also 
losing too many thoroughly trained flyers and valuable, experienced 
staff officers. When a man in this category resigns, no amount of 
training given his replacement can make up for the loss of knowledge 
and skill that can come only from years of experience. t 

The losses of our younger officers not only lowers our immediate 
combat capability, but these losses will greatly lower the quality of 
future leadership. We have been fortunate in the Air Force be- 
cause we have had such a wide choice from which to pick our combat 
commanders and air leaders. We will not have this range of choice 
in the future. 

Our World War II pilots and airmen are slowly passing out of the 
picture. These men cannot be replaced unless we are able to keep 
more of our new pilots and observers. 

This is why we must retain large numbers of these young men. 
They must be high caliber men who have mastered the complex prob- 
lems of high-speed and high-altitude flight. They must also possess 
the characteristics of intelligence and devotion which will fit them 
to lead the air units and commands of tomorrow. 

In the past few years we have seen an era of great change in mili- 
tary aviation. I think that even those of us who are closest to it 
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fail to appreciate its significance. For some time our airplanes have 
been literally faster than the speed of a caliber .45 bullet, and they 
are developing speeds approaching that of a high-powered rifle pro- 
jectile. These changes in speeds and in altitudes have required con- 
current changes in tactics and techniques. More significant, they 
have resulted in new demands on the human beings who must. fly 
and fight with these new aircraft and new systems. For instance, 
5 years are needed to train and make combat-ready the pilot of a 
B-47 who must be cross-trained as a navigator, bombardier, and radar 
operator. 

In any form of endeavor, machines and devices are no better than 
the intelligence and knowledge with which they are used. To achieve 
success in aerial warfare a commander must have intimate knowledge 
of the capabilities and limitations of the men and the equipment 
available. For this reason we must demand that our senior officers 
keep abreast of the advances in aviation, in weapons and in tactics. 
For the same reason the law requires the commander of a flying unit 
to be a flying officer, and that commander must actually fly. 

As a result of this legislative understanding and cooperation, our 
senior people have a working knowledge of current tactics and modern 
equipment. As we have become a jet air force, our commanders 
have become jet pilots. Almost 60 percent of our flying generals 
and over 62 percent of our flying colonels now have jet flying expe- 
rience. The percentage of colonels with jet flying experience is 
ereater than for any other grade. 

In the Korean conflict, five Air Force colonels became jet aces. 
Even the commanding general of the Fifth Air Force flew combat 
missions in a single-seated Sabrejet fighter. The morale and effec- 
tiveness of his whole command was greatly improved when he shared 
with them the dangers of aerial warfare. 

The commanding generals of our three major combat commands 
are all active pilots. The morale and increased effectiveness gen- 
erated by this single fact cannot be measured in terms of dollars. 
Their flying is a great part of the outstanding leadership of these 
generals. 

In 1955 an estimated 200,000 skilled officers and airmen will leave 
the Air Force. If this trend continues there would be more than 
a 100-percent turnover in the Air Force every 5 years. No industry 
could absorb this rate of personnel turnover. Nor can ‘the Air Force. 
This rate of turnover would lead directly to an alarming decline in 
operational effectiveness. 

The Air Force shares responsibility for the security of our Nation. 
We must be ready and effective. To be ready and effective we must 
keep our best people. 

I have high hopes for the results which may be achieved by the 
enactment of this bill. 

Last month the Air Force made a survey of over 5,000 officers and 
5,000 airmen as to their plans for an Air Force career. The results 
of this survey can be made available to you in detail. Briefly, the 
survey ialieaten that the results of this legislation will retain in the 
service large numbers of the kind of people we want. . 

I believe that the reduced training costs made possible may offset 
the increase in pay. 
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However, I do know that any increased retention of our skilled 
officers and airmen will be reflected in increased combat capability, 
making this bill a worthwhile investment in national security. 

Mr. Kitpay. Thank you, General White. Are there any questions 
of General White? 

Mr. Rivers. Mr. Chairman. 

Mr. Kinpay. Mr. Rivers. 

Mr. Rivers. Thank God we are not the only people who have trou- 
bles. The Iron Curtain people have troubles such as Malenkov, and 
on the other side, Mendes-France. They have troubles too, and I hope 
on the other side of the Iron Curtain they are not small ones. 

Mr. Bares. Mr. Chairman. 

Mr. Kitpay. Mr. Bates. 

Mr. Bares. I would like to get the general’s opinion. Do some of 
these trained and skilled technicians cost considerably in excess of the 
$14,000 figure which the Secretary mentioned ? 

General Wuire. That is an average figure for training. 

Mr. Bares. You get men who might cost you $100,000 to train. 

General Wnire. Certainly in the case of some of the higher skilled 
pilots it runs well over that. 

Mr. Bates. The thing that bothers me, which I mentioned yester- 
day, is this: I am going to go along with this bill but I would think 
over a period of time we can adjust our thinking to this archaic horse 
and buggy form of pay. I don’t think a truckdriver, just because he is 
a sergeant, ought to get the same amount of money that a skilled 
electronics or skilled engineering man should get, or an airman. 

I think as time goes on and as you indicated so clearly, that the 
mechanism of an F-86 gunsight today is more complicated and re- 
quires much more efficient personnel to operate than an entire plane 
during World War II or shortly before that—I think we have to adjust 
our thinking to that. Otherwise you will not have the kind of a thing 
that you want. 

General Wuire. We attempt to get around that now by providing a 
better grade structure in the more technical fields and thereby permit- 
ting more rapid promotion. 

Mr. Bares. Yes; but it gets up to sergeant, and a sergeant is a ser- 
geant, and that is the end of the line and it is as far as it goes. 

Mr. Witson. We recognize it in the case of doctors by paying $100 
extra for their professional skills, which is reflected in their salary 
on the outside; and it seems to me with greater skills we should take 
into consideration our technical skills in figuring their pay. 

Mr. Bares. There is such a tremendous amount of money you lose 
in a situation like this. Not only n.oney but the skill and efficiency of 
the organization. We have to watch this as time goes by and see 
whether or not this kind of thing will do the job we want to do. 

General Wuire. There are also a great many complications I can 
foresee. 

Mr. Bares. Well, you have them in civilian life too. 

Mr. Bennett. A thought similar to that, that runs through my 
mind is, Is it right to give a man all of this highly trained experience 
and education and then let him get out like anybody else can get out ? 
In other words, is it right to give him all of this training and then let 
private enterprise compete with him ? 
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Going back to the analogy with doctors, in World War IT we trained 
them and they had a responsibility to stay in the service a certain 
length of time. 

I do not have the answer any more than Mr. Bates has the answer 
to the question he raises. They are not identical questions, but there 
do seem to be some fallacies in the way you are running the situation. 
We are not paying technicians high enough apparently, and on the 
other hand we are training a lot of them, “and once they are trained 
they turn around and go to private enterprise which did not do 
anything to educate any ‘of them. 

Mr. Kitpay. I suppose we might reach the saturation point in 
industry some time. 

General Wurre. I think that is an economic problem, but I would 
not be surprised. 

Mr. Parrerson. Mr. Chairman. 

Mr. Kitpay. Mr. Patterson. 

Mr. Parrerson. How do you keep your instructors in bringing 
along these new men and mechanics you need, especially when our 
aircraft are changing so rapidly? For instance, today an airplane 
might be a front-line attack ship and tomorrow it is obsolete. 

How do you keep your instructors 

General Wurre. Keep the instructors modern ? 

Mr. Patrerson. Yes. 

General Wuire. There are several ways. One of the chief ways is 
they actually go to the manufacturers’ plants and work with the 
equipment as it comes out, and they become really expert on the 
subject. Also we send them to various technical schools. Also, be- 

cause the instructors rotate, they get practical experience, and in 
selecting them we take a man who has a rounded grasp of the thing. 

Mr. Parrerson. Are you losing many of those Roniplst 

General Wurre. I would say we are. I do not have any statistics 
at hand but I am sure they are the type that are probably as vul- 
nerable as any to be picked up by industry. Particularly a man who 
has gone through a new type of radar being developed. He is 
exceedingly valuable to the company getting that radar. 

Mr. Parrerson. I cannot see how you stay abreast of all these 
new changes in the technique of air combat. I cannot see that. 

General Wurre. It is a difficult problem. Of course, there is one 
thing. When they hit us the thing has been in development for many 
years so we have had people growing up with it; almost anything 
you can think of. 

Mr. Parrerson. They only grow up so high and then you lose 
them. 

General Wuirr. That is the trouble. 

Mr. Parrerson. That is quite a problem you have there, General. 

Mr. Kinpay. Is there anything further of General White? 

( No response. ) 

Mr. Kitpay. Thank you, General. 

General Wurrr. Thank you. 

Mr. Kitpay. Thank you, gentlemen. We shall take a recess until 
Wednesday the 16th of of February at 10 o’clock in this room. 

Digi reupon, at 11:30 a. m., the subcommittee recessed until 10 

.m., Wednesday, February 16, 1955.) 














CAREER INCENTIVE ACT OF 1955 


WEDNESDAY, FEBRUARY 16, 1955 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuscomMITTeE No. 2, 
Washington, D.C. 

The subcommittee met at 10 a. m., the Honorable L. Mendel Rivers, 
vice chairman of the subcommittee, presiding. 

Mr. Rivers. The committee will come to order. 

We will continue our deliberations on H. R. 2607; the first witness 
this morning will be the distinguished Assistant Secretary of Defense 
for manpower and personnel, the Honorable Carter L. Burgess. 

Mr. Burgess. 

Mr. Miter. Where is he from ? 

Mr. Hepert. May I make a statement before Mr. Burgess testifies ? 

Mr. Rivers. Yes. 

Mr. Hésert. Mr. Chairman and members of the committee, last 
week I was at West Point, the United States Military Academy, as 
a member of the board of advisers there. Following our discussions 
with the Superintendent and the academic board of the Academy 
and the other members of the board of advisers, a decision was reached 
that an effort should properly be made to consider the advisability 
of the proposed pay raise for the cadets of the Military Academy, 
and also to take cognizance of the deficiency in the retirement policy 
of professors, permanent professors who have been on duty for some 
35 years. 

As you know, the board of advisers report is sent directly to the 
President. But it will not be sent there until April, which would 
be after these hearings are concluded. 

Therefore, on instructions of the board of advisers, I was asked 
to confer with the chairman of the committee, Mr. Vinson, the chair- 
man of the full Armed Services Committee, in connection with this 
proposed legislation. That I did, on yesterday evening with Mr. 
Blandford, counsel for this subcommittee. On instructions of Mr. 
Vinson, the data was turned over to Mr. Blandford with instructions 
to confer later with Mr. Kilday and the members of this committee 
as to the proper time for the consideration of these suggestions by 
the board of advisers. I wanted that to be a part of the record to 
indicate that the desire of the board of advisers has been carried out 
by bringing the matter to the attention of this committee at this 
particular time. 

Mr. Rivers. Mr. Blandford, can that be properly considered with 
this bill ? 

Mr. Bianprorp. I think that that matter should be discussed later, 
Mr. Chairman, as to whether—there are certain aspects of the recom- 
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mendations which will be considered. Some of these are assimilated 
in the Career Incentive Act. Others involve different matters and 
are not at this time a part of this bill. 

Mr. Rivers. When we start reading the bill line for line it can be 
the proper place. 

Mr. Heserr. If it is to be considered. Mr. Blandford, Mr. Vinson 
and myself, after discussion, understand the situation. 

Mr. Rivers. Certainly the present occupant of the Chair will inter- 
pose no objection. 

Now, Mr. Burgess? 


STATEMENT OF ASSISTANT SECRETARY CARTER L. BURGESS 


Secretary Burcress. Mr. Chairman and members of the committee, 
you have heard the testimony of the Secretary of Defense, the C hair- 
man of the Joint Chiefs of Staff, and the Secretaries and Military 
Chiefs of the Services, which described in general terms the military 
personnel problems faced by the Department of Defense. You have 
also heard comments from these leaders of the Department of Defense 
and from Mr. Charles R. Hook, relative to the need for improvement 
of military career incentives and the merits of the proposed “Career 
Incentive Act of 1955.” 

In the hope of avoiding repetition, I shall confine my remarks to 
some of the specific facts which have caused the Department of De- 
fense to seek enactment of this proposed bill. As you are already 
aware, our biggest problem today is personnel inst: ability. When the 
present high ‘rate of personnel turnover is analyzed in the light of 
advancing technological developments and the sheer size of the mili- 
tary force to be required for the foreseeable future, it is clearly evident 
that something must be done to improve personnel stability. 

At this point, it should be stated that the Congress has been alert to 
the need for improvement of military career inducements. A num- 
ber of measures have been enacted or modified during recent years 
which give evidence to this fact. 

In 1949, the Congress enacted the Career Compensation Act, based 
upon the recommendations of the Hook Commission. This act estab- 
lished a sorely needed career compensation pattern which gave proper 
recognition to levels of skill, responsibility, and leadership in the light 
of the then existing economic situation. 

In 1952, the Congress authorized an across-the-board basic pay in- 
crease of 4 percent and a 14 percent increase in quarters and subsistence 
allowance. 

Other measures enacted by the Congress have dealth with specific 
problems: 

Reenlistment bonuses have been increased. 

Government insured loans have been extended to active military 
personnel. 

A warrant officer career structure has been established. 

Restrictions on officer promotions and retirements have been alle- 
viated. 

Restrictions on weight allowances for movement of household 
effects have been eased. 

Quarters allowances for enlisted personnel have been improved. 
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These and other recent actions by the Congress have improved 
morale, and they give evidence to the serviceman that his loss is a 
matter of concern to the country. The reenlistment bonus increase 
has undoubtedly been a major factor in preventing reenlistment rates 
from dropping lower than they have. 

All of us have hoped that these actions would stem the increasing 
trend of military personnel turnover. While each, in its way, has 
dealt with problems related to improvement of the military career, 
it has become clear that more direct actions are necessary to ac hieve 
the required degree of stability and combat readiness of our Armed 
Forces. The proposed Career Incentive Act provides for those actions 
we believe are essential. 

Now, if I may, 1 would like to present a series of charts which show 
in some detail the personnel instability problem being faced by the 
military services and the reasons why we believe enactment of the 
proposed Career Incentive Act is essential. A copy of each chart 
will be submitted for the record. 

The first few charts deal with the symptoms which identify and 
establish the scope of the turnover problem. If for any reason I go 
too fast and you want to study a chart further, please let me know. 

This chart shows how reenlistments among regular personnel have 
declined to an unacceptable level : 

(The chart follows.) 


SrncE 1949 REENLISTMENT RATES HAVE FALLEN TO AN UNACCEPTABLE LEVEL 


Y 1949 ‘ FY 1954 ’ 





ARMY WAVY AIR FORCE «MARINE CORPS ARMY WAVY AIR FORCE «MARINE CORPS 
LESS CMDUCTERS 


LESS INDUCTEES 


CHART 1 
EFFECT OF INDUCTEES ON ARMY TURNOVER RATES 


This chart shows how reenlistments in the Army of today compare with 1949. 
Experience in 1949 was not materially affected by inductees since the Army was 
then composed predominantly of Regulars. However, Regulars reenlisted in 
1954 at about one-half the rate of 1949. Inductees enlisted at the low rate of 7.2 
percent, which brought the overall Army reenlistment rate down to 11.6 percent. 

While a sizable part of the Army will continue to be manned with inductees, 
it is evident that the declining interest in a service career creates a major insta- 
bility problem in the Army. a problem which is shared by the other services. 
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The rates shown for both 1949 and 1954 are averages for those fiscal 
years. In all services the rate for fiscal year 1954 ‘dropped to about 
one-half that experienced in 1949. 

It is clear that this problem of lowered reenlistment rates is one 
which is faced by all services, and in substantially the same degree. 
During the last half of fiscal 1954 the rates dropped sharply below 
the annual aver age. For the Army, the rate dropped to 18.6; the 
Navy, 13.1; the Air Force, 27.3; and the Marine Corps, 12.7 percent. 

Mr. Harpy. May I interrupt, "Mr. Chairman? 

Mr. Rivers. Yes. 

Mr. Harpy. For what period of time do these figures represent 
the reenlistment bonus that was approved ? 

Secretary Burcess. I don’t believe that the effect of the reenlistment 
bonuses are in these figures at all. 

Mr. Harpy. The reenlistment bonus is not felt in any of these at all? 

Secretary Bureess. Not in this chart. 

Mr. Harpy. The reason I raise the question, as I recall, General 
Shepherd wasn’t too disturbed with the present trend in the Marine 
Corps 

7 so Burerss. This is the fiscal 1954 and the effects of the 
reenlistment bonus are not shown on this chart. 

Mr. Harpy. This is fiscal 1954? 

Secretary Burcess. That is right. 

Mr. Rivers. You have not had an opportunity to evaluate the 
effect of the bonus? 

Secretary Burerss. Not fully. We do have some figures to give 
you, though, for that part of fiscal year 1955 that we have been able 
to develop estimates on. 

Mr. Rivers. You will submit that? 

Secretary Burcess. Yes; we will. 

(The figures follow :) 


Reenlistment rates for Regulars, by service, selected periods: Fiscal year 1950 
to December 1954 


(Reenlistments, as percentage of separatees eligible to reenlist] 




















Perio: metal, a 4, y — | Marine tn 
eriod partment | Army Navy C - Air Force 
of Defense } ope 
| | | 
i 
| 
Fiscal year 1950__- hiliphe ance 59.0 | 162.0 | 66.0 35.0 55.0 
Fiscal year 1951- 53 (average - . wien 55.0 | 150.0 61.0 | 50.0 | 56. 0 
De i catates co nsreebas~ os ogeue | 23.7 22.0 | 23.7 | 18.1 | 31.2 
July -Decem ber 1953 ebthanescanhet | 31.0 25. 4 41.7 | 31.4 | 43.4 
Jaumary—vane 1004_...................-] 18.8 | 18.6 | 13.1 | 12.7 | 27.3 
Fiscal year 1955: | 
July—-Decem ber 1954 2 weheikibieathaa | 24.0 54.1 | 8.1 | 20.1 | 22. 4 
July-September 1954 2 fet 21.6 40.7 | 8.8 | 16.3 23.3 
October-December 1954 2__ _- 26. 2 | 66.9 7.4 27.5 21.8 





1 Partially estimated. 
2 Preliminary. 


Mr. Rivers. Go ahead, Mr. Burgess. 

Secretary Burerss. This chart does not show the reenlistment ex- 
perience beyond fiscal year 1954. Beyond preliminary studies, how- 
ever, there has been a significant change only in the Army, ‘where 
regulars constitute only a portion of the total strength, and this 
will probably be of particular interest to Mr. Hardy on these figures. 
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The preliminary rates for the 6-month period July through Decem- 
ber 1954, are: 


Percent 
ak A a leche ti deh eas i ca i lili al et eae 54.1 
OES SESE SRR eS ee ee On eee tee ee ee fre 8.1 
, ge ae Rees roa. aes deci dal eee Piel ts Te a Se Ail Nae ene as 22.4 
po EES Lg ER Ban te 82 TE ee Se eee REE ES ee ee 20.1 


This next chart shows how reenlistments in the Army of today 
compare with 1949. 
(The chart follows :) 


PERSONNEL TURNOVER IN THE ARMY IS ACCENTUATED BY THE HIGH PROPORTION 
OF INDUCTEES 


REENLISTMENT RATES 


REGULAR 
ARMY 






AVERAGE 





: FY 1949 FY 1954 


CHART 2 
COMPARISON OF REENLISTMENT RATES BY GRADE, 1949-50 VeRsus 1955 


This chart shows a comparison of reenlistment rates by grade in the Navy 
and Air Force for the periods November 1949-June 1950, and July-September 
1954. It reflects the continuing downward trend in reenlistments among our 
most experienced and skilled personnel. 

On the left are shown the reenlistment rates for 1945-50. The darker color 
on the right shows the comparable rate for the 1954 period. 

The decline in the reenlistment rates in the lower grades foreshadows the 
very serious problem of maintaining an adequate number of technicians in 
the higher grades. The fact that this trend has seriously affected grades E-5 
and E-6, normally considered career grades, gives unusual significance to 
this trend. 

The problem is particularly critical in the Navy and Air Force. The lengthy 
and expensive training required to qualify the technicians needed in these 
services makes it essential that they retain more men on a career basis. 

It is evident that a continuation of these trends will reduce the level of 
skill and experience to a dangerous low. 

Experience in 1949 was not materially affected by inductees since 
the Army was then composed predominantly of regulars. However, 
regulars reenlisted in 1954 at about one-half the rate of 1949. In- 
ductees enlisted at the low rate of 7.2 percent, which brought the 
overall Army reenlistment rate down to 11.6 percent. 
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While a sizable part of the Army will continue to be manned with 
inductees, it is evident that the declining interest in a service career 
creates a major instability problem in the Army, a problem which is 
shared by the other services. 

This chart shows a comparison of reenlistment rates by grade in 
the Navy and the Air Force for the periods November 1949, June 1950, 
and July, September 1954. 

(The chart follows :) 


THE DECREASE IN REENLISTMENT RATES RESULTS IN A DANGEROUS LOWERING OF 
THE AVERAGE LEVEL OF EXPERIENCE 











tom ‘Be: : 


| = fY "SS 





CHART 3 


Mr. Bianprorp. May I interrupt for just a moment? I wonder 
if in the Army chart, instead of using percentages, you could give us 
the figures: For this reason. You had very heavy inductions in 1950 
and 1951, and it is possible that your reenlistment rate today is a 
higher figure because it constitutes a larger portion of regulars and 
a lesser number of inductees, and obviously your regulars. are going 
to reenlist at a higher rate than your inductees. 

I am just wondering if the actual numbers of people who reenlist 
in the Army would not be better at this point than percentages for 
those same comparable periods ? 

Secretary Bureess. Do you wish us to submit those for the record ? 

Mr. Bianprorp. If you don’t have them here this morning. 

Mr. Rivers. Mr. Blandford, explain how that will differ from the 
manner in which he is proceeding ? 

Mr. Bianprorp. I don’t know, I am just guessing, that the reenlist- 
ment rate which is now 54 percent in the Army, which is higher than 
it was in previous years, may reflect the large number of inductees who 
were leaving the service in 1954, and in 1953, because their 2-year 
period was up. Now, when you get into the latter part of 1953, you 
had lower draft calls, and you got more regulars, as such, and invari- 
ably your history has shown that you get very few reenlistments from 
inductees. 

Colonel Steruens. That is right. 
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Hr. Biranprorp. That may account for the very low figure. Thus 
it is disproportionate. 

Colonel SterHens. That is regulars only. This shows the—— 

Mr. Buianprorp. Then the 22 percent is only regulars. 

Colonel SrepHens. Yes. 

Mr. Bianprorp. I think that should be clarified. 

Mr. Rivers. I wondered what you were driving at because I under- 
stood that was regulars to start with. 

Mr. Bianprorp. Then the 54 percent, we can understand today, is 
the figure minus the inductees. 

Secretary Burgess. That is right. 

Colonel SrrpHens. That is right. 

Mr. Bianprorp. If your inductees were added into that figure, what 
would your figure be? 

Colonel SrerHens. It would be something on the order of this 
[ indicating the overall Army reenlistment rate of 11.6] or less, because 
the enlistment rate of inductees is even lower than the 7.2 now. 

Mr. Rivers. Then that 54.1 is during that last half of 1954, calendar 
1954 4% 

Secretary Burcess. That is right. That is July to December 1954. 

Mr. Rivers. Which would reflect Mr. Hardy’s point on that bonus? 

Secretary Burcress. It would have some effect, but I believe the 
bonus is an October figure ; is that right, Admiral ? 

Admiral Grenre.u. The effect on the bonus began to be felt in 
October. 

Mr. Rivers. Some part of it would be reflected. 

Secretary Burcess. That is right. That is why I suggested at some 
point 

Mr. Harpy. You can’t tell what effect the bonus had when you have 
the entire 6 months lumped in together. We wouldn’t have anything 
to tell us whether or not the trend might have stayed down at that low 
figure up until the period when the bonus began. 

Mr. Rivers. But you will have some figures for the committee, Mr. 
Burgess ? 

Secretary Burecess. That. is right. We have the Navy’s month by 
month. If you would be interested in our giving that at this juncture. 

Mr. BLanpForp. Numbers at this point I think would be much more 
acceptable than percentages. Because then you can see the effect of 
the reenlistment bonus bill and then you would have to discard Janu- 
ary because you have thousands of people jumping to beat the gun on 
the G.I. benefits. So that is a disproportionate figure. 

Mr. Rivers. We don’t want to get them any more confused than 
we are. 

Secretary Burcess. We will give you the percentages and the 
numbers by month, by service. 

Mr. Rivers. Submit them for the record. Is that satisfactory / 

Mr. BianpForp. Yes, as long as we have the information. 
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(The figures follow :) 


TABLE 1.—Monthly reenlistment trends, regulars and inductees, 1954 *— 
Department of Defense 





Regulars | Inductees Total 











Month Separa- Reen- | Reen- | Sep ara- Reen- | Reen- | Separa- een | Reen- 
tees eli- list- list- tees eli- list- list- tees eli- list | list- 
gible to | nents | Ment | gible to | nts | Ment | gible to ‘ , .| ment 
reenlist | “| rate | reenlist ents | rate | reenlist ments | rate 

| | 

| Percent | Percent Percent 
January : F 43,690 | 7,404 16.9 | 41,637 | 1,542 3.7 , 32 8, 946 10.5 
February . . 37,486 | 6,496 17.3 33, 405 1; 073 | 3.2 70, 891 7, 569 | 10.7 
March _ 32, 274 6, 348 19.7 } 26, 056 1, 202 4.6 8, 330 7,550 12.9 
April_. 27, 130 6, 000 22.1} 21,057 | 1,087 | 5.2 48, 187 7, 087 14.7 
May | 27,8388) & 21.3 19,357 | 964 5.0 | 6, 887 | 14.6 
June | 43, 276 17.8 24, 649 Ys4 4.0 8, 689 | 12.8 
July ints 39, 260 | 19. 4 24, 474 1, 050 4.3 3, 8, 671 13. 6 
August : | 44, 566 22. 1 34, 324 1, 139 3.2 79, 890 | 10, 969 | 13.7 
September _--- 44, 199 23. 1 40, 743 986 2.4 84,942 | 11, 207 | 13. 2 
October | 46, 259 | 23. 5 43, 787 1, 042 2.4 90,046 | 11, 905 | 13.2 
November-- 42. 499 | 27.3 42,330 | 1,442 3.4 | 84,829 | 13, 032 | 15.4 
December... --- --| 52,643 | 27.7 48,610 | 1,591 3.3 101, 253 | 16, 199 | 16.0 








i Data for August-December 1954 are preliminary. 


TABLE 2.—Monthly reenlistment trends for regulars, by category, 1954 *— 
Department of Defense 























Total regulars First-termers “‘Career’’ regulars 
Montt | | een. | | | Reen- | | I 

— Separatees| Reen- cen |Separatees| Reen- | ‘ist. \Separatees| Reen- — 

jeligible to) list- | mont {eligible to! _list- peed eligible to! list- neh 

reenlist | ments | rate reenlist | ments | rate | reenlist | ments | tom 
| | —— } SS) =: eee 

| | Poach 

| Percent| | | Percent } |Percent 
ETC 43,690 | 7,404 | 16.9 30, 622 3, 084 | 10.1 16, 575 4, 320 | 33. 1 
ee 37, 486 6, 496 | 17.3 26, 198 2, 735 | 10.4 15, 440 3, 761 | 33. 3 
March._.... ft | 6,348) 19.7] 22,408 | 2,826 | 12.6 14,558 | 3,522) 35.7 
i eee - 30 | 6,000 22. 1 19,415 | 2,490 12.8; 12,239 3, 510 | 45.5 
May pete scene ,838 | 5,923] 21.3] 21,339] 2, 10.9} 10,731 | 3,504) 55.3 
June...... Re er | 43,276 | 7,705 | 17.8 34, 987 9.7 | 12,710 4, 309 | 52.0 
July_.-.......-.-...--| 39,260 | 7,621] 19.4] 29,229 10.5} 14,759) 4,559] 45.4 
August -_- 3 44, 566 9, 830 22. 1 33,744 | 3,832 11.4 14, 379 5, 998 | 55. 4 
September ‘ 44,199 | 10,221 | 23.1 33,802 | 4,246 12. 6 13, 355 5, 975 | 57.5 
October =e re 46,259 | 10,863 | 23.5 | 37,284) 4,158 | 11.2 | 8,975 6, 705 | 74.7 
November--.-.-....-.-- 42,499 | 11,590} 27.3 32,952 | 4,476; 13.6 9,547 | 7,114 | 74.5 

December_...-.....--| 52,643 | 14,608 | 27.7 |...---- fix po hbs ib. eae ied PEABTE: 





1 Data for August-December 1954 are preliminary. 





TABLE 3.—Monthly reenlistment trends, regulars and inductees, 1954 *—Army 





Regulars Inductees Total 
} 
Month an, | Reen- a: Reen- an, | Reen- 
Separa- a | list- | Separa- a | list- Separa- —— | list- 
tees 2 ments | Ment | tees 2 ments | Ment | tees? ments | ment 
P rate | | - rate | ~ | rate 
Percent Percent | Percent 
January - -- |} 23,191 3, 389 14.6 | 32,398 1, 503 4.6 55, 589 4, 892 | 8.8 
February 18, 748 2, 904 15.5 | 24,597 1, 036 4.2 43,345 | 3,940 | 9.1 
March 16, 521 3, 044 18.4 | 16, 765 1,171 7.0 33, 286 4, 215 | 12.7 
April. -- 11, 213 2, 720 24.3 17,954 | 1,066 5.9 | 29, 167 3, 786 13.0 
May... ’ 7, 893 2, 225 28.2) 17,124 954 5.6 | 25,017 3,179 | 12.7 
June _- » 11, 293 2, 278 20. 2 24,315 9S4 4.1 35, 608 3, 262 | 9.2 
July 6, 795 2, 478 36.5 24, 474 1, 050 4.3 31, 269 | 3,528 | 11.3 
August 8,914 3,880 | 43.5 35, 324 1, 139 3.2 44, 238 5,019 | 11.3 
September 9, 070 3, 730 41.1 | 40,743 986 2.4 49, 813 4,716 9.5 
October 8, 521 4, 830 56. 7 43,787 | 1,042 2.4 52,308 | 5,872 | 11.2 
November 8, 764 6, 277 71.6 42, 330 1,442 3.4 51, 094 7,719 15.1 
December 8, 874 6, 387 72.0 48, 610 1, 591 3.3 57, 484 7, 978 13.9 





1 Data for September to December 1954 are preliminary. 
2 Separatees eligible to reenlist. 
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TaBLE 4.—Monthly reenlistment trends for regulars, by category, 1954 ’*—Army 
| Total regulars First-termers? *‘Career’’ regulars? 
| | 
Month |\Separatees| Reen- nome Separatees| Reen- ~~? Separatees| Reen- Rout 
leligible to} list- | 8, |eligible to| list- | joS' |eligible to) _list- as 
reenlist | ments | ©?" | reenlist | ments | ™€™* | reenlist | ments | Ment 
| | Tate | rate rate 
| 
| —__ |_| — ” 
| Percent| Percent Percent 
January - - -- . 23, 191 3, 389 14. 6 | 10. 1 1, 829 OR 5 
February - -- anc | 18, 748 | 2, 904 | 15. 5 | 10. 6 1. 583 25.1 
March ; - 16,521 | 3,044 18.4 12.6 1, 660 29.9 
April | 11,213 | 2720] 24.3 15.8 1,481} 43.9 
May was 7,893 | 2,225) 28.2 14.9 1, 395 59.9 
June ; -----| 11,293] 2,278] 20.2 10. 4 1 374 52.2 
July gual ‘ 6,795 | 2,478 36. 5 21.9 1. 544 61.0 
August. -.---- | 8914) 3,880) 43.5 28. 2 497 64 4 
September 9.070 | 3,730 41.1} 28.8 2, 275 | 56. 7 
October_...----- | 8,521] 4,830] 56.7 36. 5 3, 252 77.6 
November. - ----- 8, 764 6, 277 71.6 | 54. € 4 021 | 86.8 
December. - - | 8, 874 6, 387 72.0 3 4,100 89. 1 
' 











1 Mata for Se tember-December 1954 are preliminary. 
2 Reenlistment data for first-term and “career’’ regulars in January-June 1954 were partially estimated. 


TABLE 5.—Monthly reenlistment trends for regulars, by category, 1954'’—Navy 





| Total regulars First-termers “‘Career’’ regulars 

a a 

| a Jao > 

Month |Separatees| Reen- - a “eparatees| Reen- ii = Separatees| Reen- ——_ 

leligible to| _ list- ial eligible to) list- Soe: it eligible to} _ list- ist- 

| reenlist | ments | ™@¢” reenlist | ments = reenlist | ments | ™ent 

| rate | | rate rate 

| | 

| | Percent Percent Percent 
i < ee | 3,631} 817] 22.5 3, 036 341 11.2 | 595| 476 80. 0 
February .----.---- --| 3, 477 | 806 | 23.2 2, 913 | 378 18.0 564 428 75.9 
March. E 5, 009 814 | 16.3 | 4,417 444 10.1 592 | 370 62.5 
PS Ae | 6, 203 | 825 13.3 5, 578 425 7.6 625 400 64.0 
May. | 10,823] 1,194] 11.0] 91795| 660 6.7 1, 028 534} 51.9 
June.__- ‘ aot 15, 641 1,417 9.1 | 14, 531 | 967 6.7 1,110 450 40. 5 
July. ttuiiccineny | Paeeet ia 8.5 13, 600 758 5.6 908 474 52.2 
August --- |} 14,724 1, 335 9.11 13,909 828 6.0 815 507 62. 2 
September_____ 2 10, 547 | 951 9.0 9, 790 562 5.7 757 389 51.4 
October __- | 16,071 |: 1,115 6.9 15, 270 669 4.4 801 446 55.7 
November : 15, 964 892 5.6 15, 303 569 3.7 661 323 48.9 
December .....-.-----| 8, 423 972 11.5 7, 466 472 6.3 957 500 52.2 


1 Data for September-December 1954 are preliminary. 


TABLE 6.—Monthly reenlistment trends for regulars, by category, 1954 *—Marine 








Corps 
| = 
Total regulars First-termers **Career’’ regulars 
Month |Separatees| Reen- — Separatees) Reen- Reen- Separatees| Reen- | €eD- 

eligible to| _ list- ent [eligible to} list- | (St. leligible to) list- | list- 

| reenlist | ments = reenlist | ments | ™€? reenlist | ments | ™ent 

| rate rate rate 
a ees Se Fe a ee os ce en ae 

| } Percent Percent Percent 
January 8, 042 558 6.9 6, 448 334 5.2 1, 594 224 14.1 
February - 6, 816 666 9.8 5, 513 437 7.9 1, 303 229 17.6 
March | 4, 398 | 708 16.1 3, 422 477 13.9 176 231 23.7 
Avril 2, 491 542 21.8 1, 879 354 18.8 612 188 | 30. 7 
May | 1, 794 | 441 24.6 1, 210 272 22. 5 584 | 149 28. 9 
June eae ae ee 1, 934 249} 12.9 1, 072 212} 19.8 
: eee | 4,368; 510) 117] 2, 356 | 201 8.5 2, 012 309 15.4 
August 3, 873 | 661 | 17.1 | 2,015 398 19.8 1, 858 263 | 14.2 
September-- | 1, 888 | 484 25.6 | 1, 580 317 20 308 | 167 | 54. 2 
October w-----e--]| 2100) 48] 23] 1879] 330 17.6 270 168} 62.2 
November........... } 1, 557 406 26.1 | 1, 353 313 23. 1 204 93 | 45.6 
December. _..-.-.-- | 2476| 519) 352] (@ 2) @ (2) | @ | @ 

! ' | 








! Data for September-December 1954 are preliminary. 
2 Not available. 
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TABLE 7.—Monthly reenlistment trends for regulars, by category, 1954 *—Air 


Force 
Total regulars First-termers ‘‘Career’’ regulars 

Month Separatees| Reen- 9 Separatees| Reen- —— Separatees; Reen- rod 

eligible to) list- Recrai eligibie to) list- 2 eligible to list- ands 

reenlist | ments rate reenlist | ments sata reenlist | ments | “pate 
Percent Percent | Percent 
January 8, 826 2, 640 29.9 5, 739 849 14.8 3, O87 1, 791 58. 0 
February - 8, 445 2, 120 25.1 5, 323 599 11.3 3, 122 1, 521 48.7 
March 6 346 1, 782 28. 1 3, 599 521 14.5 2, 747 1, 261 45.9 
April. - 7, 223 1,913 26. 5 4,117 472 11.5 3, 106 1, 441 46. 4 
May.. 7, 328 2, 063 28. 2 4, 770 567 11.9 2, 558 1, 496 58. 5 
June 13, 336 3, 549 26.6 9, 860 1, 276 12.9 3, 476 2, 273 65. 4 
July -_- 13, 589 3, 401 25.0 9, 009 1, 169 13. 0 4, 580 2, 232 48.8 
August 17, 055 3, 954 23. 2 12, 674 1, 153 9.1 4, 381 2, 801 63.9 
Sepntember- 22, 694 5, 056 22.3 17, 384 1,912 11.0 5, 310 3, 144 59. 2 
October sb 19, 518 4, 420 22. 6 15, 806 1, 581 10. 0 3, 712 2, 839 76.5 
November | 16, 214 4,015 24.8 12, 163 1, 338 11.0 4, 951 2, 677 66. 1 

December __- ee 33, 870 6, 730 19.8 : 


1 Data for August-December 1954 are preliminary. 


Mr. Bares. Now, the Air Force and the Navy is considerably larger 
than it was back in 1949, and I think we still use the same figure, 
about a million and a half voluntary reenlistments each year, that is 
in all the services, maintenance of strength. That was about the same 
figure we used back in 1950. So obviously if you are going to have 
people go into the Navy or Air Force to get out of the drafi. then, of 
course, those figures would become distorted proportionately. The 
full figures, I think 

Secretary Burcess. We will give you the numbers aad the percent- 
ages by service. 

Mr. Rivers. Go ahead, Mr. Burgess. 

Secretary Burcess (referring to-chart No. 3): It reflects the con- 
tinuing downward trend in reenlistments among our most experienced 
and skilled personnel. 

On the left are shown the reenlistment rates for 1949-50. The 
darker color on the right shows the comparable rate for the 1954 
period. 

The decline in the reenlistment rates in the lower grades foreshadows 
the very serious problem of maintaining an adequate number of tech- 
nicians in the higher grades. The fact that this trend has seriously 
affected grades E—5 and E-6, normally considered career grades, 
gives unusual significance to the critical problem faced by the Navy 
and Air Force. 

The lengthy and expensive training required to qualify the tech- 
nicians needed in these services makes it essential that they retain 
more men on a career basis. A continuation of these trends will re- 
duce the level of skill and experience to a dangerous low. 

Mr. Bares. May I ask just one question here ? 

Mr. Rivers. Yes. 

Mr. Bares. We are comparing different years and comparing dif- 
ferent periods within each year. Is there anything in the statistics 
down through the years that indicates that November-June can be 
compared actually with the first quarter of the fiscal year, or is there 
something unusual about a first quarter. 
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Colonel StepHens. May I speak to that ? 

Secretary BurcGess. Yes. 

Colonel SrerHens. At the time this chart was made, sir, the only 
data we had in fiscal 1955 which was subsequent to the enactment of 
the reenlistment bonus bill of this past year, was for this first quarter. 
That is why we have shown this comparison. We took a period back 
here prior to Korea, feeling that that was a more normal period than 
any period subsequent to June of 1950. They are both short periods 
but nevertheless this was a relatively normal stable time and this was 
the latest data we had on 1955 reenlistments. 

Mr. Bates. You could have a seasonal effect there. 

Secretary Burcrss. Yes. 

Mr. Bares. You have the figures and I think perhaps for compar- 
ative purposes we ought to get them in the record just in the event 
there are seasonal differences here. 

Do you have the November-June period preceeding the first quarter 
of fiseal 1955? 

If you put those in the record I think we could perhaps get a better 
idea 

Colonel STEPHENS. Yes. 

Mr. Harpy. I would like to go along with Mr. Bates’ suggestion, 
because certainly a statistical analysis ought to compare like situations. 

In addition to that you have taken a period which again is prior to 
use a similar period in the current—as nearly current as you can. 

In addition to that you have taken a period which again is prior to 
the beginning of the effective date of your bonus. 

Secretary Burcrss. The bonus to the furthest extent that we can 
figure has some effect in there. 

Colonel SterpHens. Yes. It was effective July 1, and whatever 
effect it might have had in the 3 months would be reflected in these 
figures. 

Mr. Bianprorp. You have one problem here, Mr. Chairman. 

Mr. Harpy. I thought bonuses didn’t actually begin to become ef- 
fective until October ¢ 

Mr. Bianprorp. You have one additional problem which you have 
to keep in mind and which makes comparisons almost impossible af- 
ter June of 1950, and that is the involuntary extension of enlist- 
ments. Since you involuntarily extended enlistments it is, I would 
say, practically impossible to determine what your reenlistment rate 
actually was during the war in Korea. 

Colonel SrerHens. That is right. 

Mr. Buanprorp. Because it distorts the whole thing. You ec: 
come up with any kind of a comparison. 

Mr. Bares. When did they stop doing that ? 

Mr. BLanprorp. They extended that twice; they did it in 1950 and 
in 1951, and I think the last extension was up to June of 1952, if I 
recall correctly. I may be wrong in that, but I think that is about 
right. 

Mr. Bares. And that wouldn’t have any effect on the November- 
June figures preceding fiscal 1955? 

Secretary Burcess. Preceding Korea 

Mr. Buanprorp. But there is a hiatus from June of 1950 to June 
1952 that just can’t be used. 

55066—55—No. 6——6 
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Mr. Bares. I didn’t want those figures. I wanted November—June 
prior to the fiscal 1955. 

Mr. Héserr. The real crux of the situation resolves itself to this 
one fact, I think: That regardless of whether the bonus had its im- 
pact or didn’t have an imp: act or whatever other incentives were given, 
the fact still remains that the reenlistment rate is lower and something 
has to be added to what you have already got. You have to implement 
it. 

Secretary Burcess. That is what we are trying to show. 

Mr. H&éserr. No matter what the percentage figures show, percent- 
agewise or numerically wise, the fact still remains that you do not 
have a satisfactory reenlistment. 

Secretary Burerss. The stability problem is far from desirable. 

Mr. Rivers. Then let the chairman observe this: And your curve 
is still going down. 

Mr. Murr. These figures directly do show a very definite trend 
in support of the statement you have made. 

Secretary Burerss. The only thing with this chart is that it doesn’t 
reflect similar periods. It shows the trend. 

Mr. Hépert. Even if it showed that the bonus did help you it would 
show that it helped you to a certain degree and it is not sufficient and 
has to be implemented. 

Secretary Burerss. That is right. 

Mr. Rivers. This is one of the factors you think has a part in that 
decline ¢ 

Secretary Burcrss. That is right. 

Mr. Rivers. Go ahead. 

Secretary Burcess. Not only is turnover a problem in the enlisted 
grades, but it is also serious in the officer grades. This next chart 
shows how Regular officers are distributed in ‘the Nav y by year groups 
and grade. 

(The chart appears on p. 467.) 

Secretary Burerss. The hump in the middle grades, which was 
created by World War II accessions, is followed by a serious defi- 
ciency in the 4 to 10 years’ service bracket. While the hump is a 
problem, the deficiency behind the hump is a greater problem, since 
it foreshadows shortages in leadership for the future. 

The height of the three columns on the left reflects the large num- 
bers of young officers performing obligated service. The high rate 
of turnover at the completion of obligated service is illustrated by the 
sharp drop at the beginning of the 4th year and the continuing defi- 
ciency extending through the 10th vear. 

This chart shows only the Navy line officer picture, but the short- 
age of officers in the other services in the 4 to 10 years’ service group 
is equally serious. None of the services are able to hold enough young 
officers beyond their obligated service to make up the continuing 
deficit. 

During calendar year 1954 approximately 4,000 young naval offi- 

cers completed their obligated service. Of this group only 200 elected 
to remain in the active service. Of these, only 13 applied for a regular 
commission. 

Secretary Burecess. In the past, a career as a Regular officer was 
sought after, and selection was in itself a mark of distinction. This 
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chart shows how the interest in Regular commissions has declined 
among various groups of those eligible to apply. 
(The chart follows:) 


THE DECLINE IN APPLICATIONS FOR OFFICER COMMISSIONS WILL BE REFLECTED IN 
THE QUALITY OF FUTURE MILITARY LEADERSHIP 


PERCENT OF ELIGIBLE CAN ' 
APPLYING FOR COMMISSIONS 
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GRADUATES NAY CADS ONLY 


ROTC & OCS 
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ELIGIBLES 


ARMY NAVY AIR FORCE 
CHART 5 


Whereas more than half of the eligible officers in the Army, Navy, 
and Air Force submitted applications i in 1949, the numbers applying 
in 1954 were extremely low. 

The Army comparison reflects experience with distinguished gradu- 
ates of the ROTC and OCS. In the Navy, aviation cadets only were 
permitted to apply in 1949, whereas 16,000 officers were eligible to 
apply in 1954. The Air Force comparison depicts applications from 
among all eligibles during both 1949 and 1954. 

It is evident that the military career holds much less attraction to 
the young officer today than it did only a few years ago. 

Mr. Bianprorp. May I ask a question at this point ? 

Mr. Rivers. Yes. 

Mr. Buanprorp. In order that we won’t get ourselves into a situa- 
tion that could be embarrassing later on, is there any way of deter- 
mining the accumulative effect of people here who have once applied 
for a Regular commission and have been turned down, but stay on 
active duty and, therefore, do not apply again ¢ 

In other words, your high percentage of applications back in 1949 
was, we will say, when everybody took a crack at it. Now, as the 
percentage starts to come down, what portion of those people either 
won't apply again, having been turned down, or perhaps applied but 
weren't ac cepted ¢ 

Because your selection factor starts to go down even though you 
may be working with a large number of the same people. In other 
words, is this proportion as bad as it looks statistically ? 

Secretary Bureess. I don’t have those figures, Mr. Blandford. 1] 
think one of the things we have certainly got to do, and I believe Mr. 
Wilson discussed this the other day with “the committee, and that is 
we have to consider some broader integrations into the regular com- 
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missioned ranks, by coming first and deciding how many Regulars 
there should be under the new end strengths that we have—that we 
hope are fairly stable—and also the legislation which would be required 
to increase the numbers into which we can move officers toward 
Regular commissions. 

Now, that is one of the studies that we have going on right now, 
and that may be w partial answer to your question. But I do not have 
the figures that would bear out the condition which you state there. 

Mr. Rivers. Could I Je Pan Mr. Blandford, of the Secretary ¢ 

By that do you mean, Mr. Secretary, that it would broaden the base 
of ages in these respective or oups to take in some Reserves ? 

Secretary Burerss. I don’t know just exactly what the effects of 
this study will show. But I think we are running fairly low percent- 
ages of Regular commissioned officers against the end strengths which 
we are now working toward. 

In other words, the gap is being made up with officers who do not 
have Regular commissions. Now that we have gone through this end- 
strength adjustment discussion, and the desire is to hold that at a 
fairly stable point, we have to decide how many Regular commissioned 
officers we need to run an establishment of that size and increase the 
percentages as they are now set, to offer more people opportunities 
in the Regular grades. 

Mr. Rivers. Could that mean that there is a possibility of you letting 
a man, first, be a J.G., or heutenant commander ? 

Secretary Burcess. That is where one of the problems exists, and the 
effect of this would be to open up more opportunity for Reserve J.G.’s 
to move into Regular commission status. 

Mr. Bianprorp. They have the authority to integrate which expires 
July 1 of this vear. They have asked for renewal of the authority. 
The problem of integration is the age-old problem of adding to the 
hump. The Navy now hasa hump problem as well as a valley problem. 
They have insuflicient numbers in the J.G. grades and too many people 
in the lieutenant commander grades. 

Now, the Navy has, I think very wisely, decided to allow people 
serving as, say, senior lieutenants to apply for integration but knowing 
that if they integrate they will have to be integrated as lieutenants, 
J.G.’s. In other words, they will lose numbers, but the Navy has got 
to always be conscious of their hump problem because it just ¢ ompounds 
itself if you add more people to it. 

Now, that goes right into the face of this pay bill, because all of you 
have received letters and you are going to hear more about it, people 
who are being released from service who want to st: Ly on active duty. 

Mr. Rivers. That is right. 

Mr. Bianprorp, And the service on the one hand says we can’t get 
the officers we want, so we have got to make the service more attractive. 

On ther other hand, they are letting officers go that want to stay in. 

Mr. Rivers. In answer to my inquiry, the Secretary of Air Force 
some time ago said a lot of these Reserves who desire to remain on 
active duty as Regulars were too old an age group and you may have 
to broaden that age group to meet that inevitable shortage which will 
happen in some of those c ategories to which you are referring. 

Mr. Bianprorp. But the point is that if we do that, you are either 
going to slow down promotion, you are going to add to the hump, 
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and you are going to create a much worse morale situation in the serv- 
ices than what the Career Incentive Act is intending to overcome. 

So they are on the horns of a dilemma, and we have to recognize 
it; and this committee is going to be criticized when the House con- 
siders this pay bill because every Member has a communication from 
some officer who is being released that wanted to stay. He has a 
very fine record and why don’t they let him stay. They talk about 
officers getting out ; he wants to stay in. Why do they have to increase 
the pay of lieutenant colonel to keep lieutenant colonels in when they 
are releasing lieutenant colonels ¢ 

But you run right smack into this problem of this fantastic hump 
and if you keep them in there, then there is no promotion down here 
and that abolishes all incentive for going ahead. 

Mr. Rivers. If there is a shortage there shouldn’t be a hump? 

Mr. Bianprorp. There is a shortage only in the junior grades. They 
have valleys and if these officers up here [indicating] as sas We are 
willing to go down and take a drop in rank, they will integrate them 
and be delighted to have them. 

On the other hand, a reservist says to himself, “Why should I take 
a bust in rank when just to become a Regular junior grade—just to 
become a Regular officer.” 

Mr. Gavin. He either has to take that or be separated from the 
service. 

Mr. Buanprorp. That is what it boils down to. 

Mr. Gavin. Where is the hump in the Army and Air Force? 

Secretary Burcess. Majors and lieutenant colonels. 

Mr. Bennerr. It seems to me in view of what has been said 
it would be better to allow these men to stay in, and have a lesser 

rade than it would be throwing them out if they are not material. 
> other words, I think a new look has to be taken by the armed 
services at these humps to see if they can’t, on account of the hump, 
allow men to stay in the service with the lesser rank. 

Mr. Bianprorp. The Navy is now doing that. 

Mr. Gavin. Most of these officers have been passed over twice, or 
some of them? 

Mr. Bianprorp. Some of them have very low index—we might as 
well face it, some of these officers just don’t have it. 

On the other hand, there are a large number of very fine officers 
with very fine combat records who are approaching the point of 
being over age in grade. 

Then the question comes up of having too many people, because 
of your Officer Grade Act you have to stay within limits. So some- 
body has to get out. Obviously, you are going to eliminate the 
Reserve before you eliminate the Regular. 

Mr. Rivers. We will have to just try this pay thing and see if 
that remedies some of this. 

Secretary Burerss. That is a very important element of it. 

Mr. Mitier. Mr. Blandford, isn’t it true that while we have this 
hump now, followed by a valley, that if we don’t correct it, we are 
building another hump on the other side of that valley to make the 
valley that 10 or 15 years from now is going to pass through and 
still bother us the same way that we are being bothered today. 

Mr. Bianrorp. It won’t pass through so much, depending on how 
they administer it. What it is going to mean, as I understand it. 
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I can’t think of a better opportunity a young man could have today 
than to join the service as a second or first lieutenant because he 
is practically guaranteed promotion, because he is right behind every- 
thing; he is in a valley all along. Now, when they start filling that 
up and they get to the normal attrition that they like to have to keep 
the flow of promotion going, then the thing will level itself off. 

But this hump that you see here in the class of 44 in the Navy is 
going to come back to haunt this committee in about 10 years, and 
we will be here 10 years from now trying to figure out what to do with 
those people, because too many are moving up to commanders, yet, 
you are going to have to eliminate a lot of them. 

Then the taxpayers are going to say it is ridiculous to eliminate 
people with this much training, this much service. 

Mr. Miter. You have those people now, that potential thing, 
because we are in this bog right now. 

In other words, it is hike a wave and it is going to continue on. 

Mr. Buanprorp. This is a mistake made at the end of World War IT. 

Mr. Miuuer. I may say, Mr. Chairman, that I realize that a lot 
of these men have to be separated but I think it is rather cruel to 
sometimes separate a man who only has a year or 18 month to go 
where he can earn some retirement, somehow or another he is taken 
out at that critical period, where he can’t fit into an Active Reserve 
unit in his rank, and after we have taken 15 years out of his life 
we throw him out with no place to go. 

I think that is a part of the morale factor. 

Mr. Gavin. Will the gentleman yield at that point? 

Mr. Rivers. Mr. Wilson. 

Mr. Witson. Don’t you solve two problems at once when you allow 
the men in this hump category to set back their date of rank a couple 
of years and fill up the valley ? 

It seems the Navy’s program is very commendable along that line 
and should be encouraged to get these men. It is only a matter of 
a setback of a couple of years to allow them to correct both of these 
situations. I would like to ask the Navy particularly how far they 
allow a man to set back his date of rank ? 

Captain Martineau. I am Captain Martineau, Bureau of Naval 
Personnel. 

Mr. Rivers. He is one of the authors of this bill so he is a good man 
to tell you. 

ri Gavin. Very able officer. 

Captain Martineau. I appreciate those remarks. Mr. Wilson, the 
Navy’s augmentation program that is on at the present time, that Mr. 
Blandford referred to, and the authority for a h expires this sum- 
mer, permits augmentation in grades not above lieutenant, and we 
are permitting those officers who hold grades as high as lieutenant 
commander to revert to a lower grade to be placed on the linear list 
that will enable him to fill up that valley if he so requests, of course. 

If he volunteers and understands fully the conditions, the Chief 
of Naval Personnel has the authority to so place him. 

Mr. Witson. Does it actually mean reverting to a lower grade or 
does it mean 

C aptain Martineau. It is only Reserve officers, of course. And he 
ls reverting to a lower grade only in a relatively few cases. In other 
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words, we cannot permit all of the Reserve lieutenants on active duty 
right now to augment, because some of them are in the hump. Now, 
the majority of the people that will accept a lower lineal position are 
lieutenants, who are simply moving back and there are a few who are 
lieutenant commanders. But no higher. 

Mr. Rivers. And most of them are line officers. 

Captain Martineau. Line and staff corps officers. 

Mr. Hésert. Captain, you mean that a lieutenant commander, say, 
for instance, a Reserve lieutenant commander who is to be relieved of 
duty could apply to be retained on duty if he fell back to lieutenant 4 

Captain Marrigav. That is correct. 

Mr. BLanprorp. Not as a Reserve / 

Mr. Heperr. I am talking about a reservist. 

Captain Marrineau. He could apply for augmentation into the 
Regular Navy. 

Mr. Heéserr. That is what I mean. 

In that new rate, and he could serve his full time out. 

Captain Martineau. He could apply and would be considered, of 
course, by a board who would go over his qualifications and he would 
be so eligible. 

Mr. Heserr. What part would age play in that request ? 

Captain Martineau. Age would be a factor that would be con- 
sidered by the board. 

Mr. Hépert. Probably he has passed the age and he could be dropped 
into the lieutenant’s ranks. 

Mr. Rivers. That was my point to Secretary Burgess. You may 
have to broaden that age base to alleviate some of these obvious things 
that are causing these deficiencies in these critical grades. 

Secretary Burcess. This is receiving very active study from the 
Personnel standpoint, across the board among the services. 

Mr. Rivers. Mr. Bennett / 

Mr. Bennett. I will yield. 

Mr. Mitter. Where do these men who go back fit into the promo- 
tional scheme, do they have a running mate that they pick up? 

Captain Marrnerav. They fit right into the Regular line. The 
policy in the Bureau of Personnel now is to move a man back the 
minimum amount necessary, and then—— 

Mr. Miiuer. He doesn’t affect your lineal list, he goes on with a 
running mate with some other man on the list. 

Captain Marrineav. He has a running mate if he is in the staff 
corps. 

The line of the Navy that is shown by this chart right here [indi- 
cating | the lineal list of the line is the basis for the entire Navy rank 
structure. 

Mr. Mitter. That is right. 

Captain Martineau. No, we move this individual we are referring 
to back as necessary to put him, help him, or have him help fill up 
the valley, and he gets a new lineal position. 

Mr. Mitier. He is a lieutenant commander that goes back to lieu- 
tenant, if that happens, does he go back to the head of the list of 
lieutenants or does he go to the foot of the list ? 

Captain Martineau. He would be moved back on the lieutenants’ 
list only far enough to take him out of the hump and put him into 
the valley. 
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And whether he goes to the head of the list or the foot of the list is 
really not a factor, sir. Because the lieutenants who are at the head 
of the list now are in the hump, and are not eligible for augmentation 
unless they are willing to accept a lower lineal position. 

Mr. Bennetr. I would like to ask if I could what is the age for a 
platoon leader in the infantry ? 

General Youne. Approximate age of a platoon leader. 

Mr. Bennetr. Maximum age. 

General Youne. I would estimate 27. 

Mr. Bennett. Is there any regulation on it? 

General Youne. No, sir. 

Mr. Bennett. Is there any regulation on a second lieutenant or 
first heutenant ¢ 

General Youne. A minimum age but not a maximum. 

Mr. Bennett. I see. 

I don’t quite understand this hump that you refer to. 

Secretary Burgess. This is a Navy chart here. 

Mr. Bennett. This hump only applies to the Navy and not to the 
Army? 

General Younc. We have a similar hump which is even worse, I 
am sorry to say. 

However, since we have a very much larger proportion of Reserve 
officers as compared with regulars, we have not been able to institute 
a similar program to this. 

Moreover, the matter of age would make it very difficult for a 
lieutenant colonel, his average age, to go back to let us say a first 
lieutenant. It would just not be in the best interest of the service, 
we feel. 

Mr. Bennett. I see how extreme things wouldn’t be pleasant and 
perhaps World War IT was an exceptional instance, but seeing it from 
a own experience, I was a 35-year-old platoon leader, they gave me 
a couple of awards and I felt I did a fairly good job. 

And I presume that may be they were a little hard up at that time, 
but I believe [laughter] but I believe that the age limit could be 
reconsidered if a person did want to stay in the service and did want to 
waive his age, that some consideration ought to be given to him. 

Mr. Buanprorp. Then, of course, you run immediately into an over- 
age-in-grade problem as soon as you do that and you have the problem 
of ms andatory promotion provisions in the officer personnel act, which 
you run into. 

Mr. Bennett. That is exactly what I am trying to get at. If aman 
wants to stay in the Army and if he has devoted his life to it, I would 
think there might be a considerable number of people who like the 
Army enough to be willing to stay in in a lower grade than their age 
would normally require them to be, and why coul in't that be adjusted ¢ 

Secretary Burcess. I think the record would take precedence over 
the age, there, Mr. Bennett. 

Mr. Rivers. Mr. Secretary, were you going to cover most of these 
things if you were permitted to continue with your statement? 

Mr. Gavin. I have been trying to get recognized. 

Mr. Rivers. All right. 

Mr. Gavin. At this particular point I wonder what consideration is 
being given to these men in the grade of lieutenant colonels and colo- 
nels that are in the hump who have served 10, 12, 15 years of service. 
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Many of them have a very distinguished combat record, and suddenly 
we decide to separate them from the service. 

Many of them have reached the age of 45, 50, 52, and figured they 
might eventually have been integrated into the regular service and 
suddenly without much warning the departments come up and say we 
have his hump and we have got to remedy this situation, and we are 
very sorry, but we find that we must separate you from the service. 

Now, many of these men have reached a point in life where it is 
going to be quite difficult for them to move out into civilian circles 
and find a particular spot, which they can make their living; in the 
interim, even though they eventually may be separated, what thought 
is the Department of Defense giving to compensating these men for 
the records that they have made and the service that they have | 
rendered until such a time as they find their place in civilian life ? 

Secretary Bureess. Mr. Gavin, if I may I would like to just com- 7 
ment on that point in two ways: The first situation is that in adjusting, © 
in getting our strength down to what we believe to be the right basis ~ 
under the President’s decisions, there has to be some adjustment, and 
perhaps some of it is up in these upper grades. 

But I can assure you, that every effort is being made to hold the 
conditions you mention to the absolute irreducible minimum. 

Mr. Gavin. You mean as to numbers? 

Secretary Burcess. As to numbers, and as to individuals. 

The second point I would like to make is that we have under very 
active consideration right now, it has not been submitted to the Con- 
gress, but we do have under active consideration right now an ad- 
justment pay arrangement which would compensate these people for 
years spent. 

It would be on a year’s basis which would award them an adjust- 
ment pay in the event they have to be subjected to such termination. 

This is a condition that is quite standard all over the country. I 
mean, industries and other walks of life get into adjustment periods. 
Certainly, in an organization that is as huge as the Department of 
Defense, and where you have to go through some of these adjustments, 
you are going to have cases where some people will be terminated. 

I think the obligation that we have is to recognize these termina- 
tion problems along with a proper adjustment. We do have that 
under consideration and I hope it is not going to be too long before 
it is going to be presented. 

Mr. Gavin. Glad to hear the Secretary make that statement, because 
of the fact many of these men have reached 50 and over, to be sud- 
denly separated from the service and let out, and they are going to 
find it quite difficult to find their places in civilian life and until such 
a time as they do, some consideration should be given to compensating 
them for their years of service, and many of them have very, very 
distinguished records. 

Secretary Burcess. The thing that we have to recognize in the De- J 











partment of Defense, and I hope it will so be the sense of Congress, 
that you just can’t make a complete guaranty, but you do have to be 
fair and reasonable in the event you have to make these adjustments 
which are essential in any type of manpower problem, whether it is 
in Government or business or whatever it is in. 

Mr. Rivers. That is a very good point, Mr. Gavin. 
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Glad you brought it up. I want to say for the record that the Sec- 
retary is a distinguished Reserve officer, recognizes these things, he is 
attacking these problems from their source which he has presented to 
the Congress. 

Mr. Vinson is likewise glad for this development. We have a sta- 
bilized force for the indefinite future. You can attack these things 
in the orderly fashion. And I for one want to commend you on the 
way you are approaching it. It isa hard problem. Hospitalization is 
another one; housing is another one; it is not an easy problem, and I 
think you are going in the right direction and I want to congratulate 
you. 

Secretary Burcess. Thank you, Mr. Chairman. 

Mr. Rivers. Go ahead, Mr. Secretary. 

Secretary Burcess. Not only is there evidence of a declining inter- 
est in embarking upon a military career, but there is also a waning 
desire on the part of those officers now in the service to remain beyond 
the point of their obligated service. 

The next chart shows the magnitude of the officer turnover prob- 
lem in all of the services. 

(The chart follows :) 


THE 2-YEAR TOTAL OF VOLUNTARY SEPARATIONS OF OFFICERS IS GREATER THAN 
THE PRESENT OFFICER STRENGTH OF THE NAVY 
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CHART 6 


Secretary Burgess. More than 75,000 officers have left or will leave 
the services voluntarily during fiscal years 1954 and 1955. This is 
»,000 more than the present commissioned officer strength of the Navy. 
It is significant to note also that the number of Regular officer resig- 

itions in 1954 was 134 times the combined number of graduates 
from the Military and Naval Academies in that year. 

The reluctance of young men of outstanding qualifications to seek 

‘ureer as a military officer, or to continue on active duty upon com- 

etion of obligated services creates uncertainty as to the availability 

' the best in military leadership for the future. ’ 
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The overall problem of turnover is serious. However, it is par- 
ticularly serious in its effect upon our air and submarine services. 
These services hold unique responsibilities in our present defense 
plans. We cannot allow our state of readiness to be impaired by 
excessive losses of skilled air and submarine personnel. Both air and 
submarine crews must be volunteers. Because of the hazards involved 
in these duties, the services may not order men to crew duty. In 
recognition of these hazards the Congress has authorized special pay 
incentives to encourage men to volunteer for these types of duty. 

Nevertheless, in spite of these pay incentives, difficulties are being 
encountered in securing enough volunteers or in retaining those who 
have previously volunteered. 

Part of the difficulty may well lie in the increased hazards of air 
crew duty with the coming jet age. 

This chart shows that as plane speeds have increased there has 
been a corresponding increase in the ratio of fatalities per major 
accident, 

(The chart follows :) 


THE RATIO OF FATALITIES TO MAJOR AIRCRAFT ACCIDENTS Is INCREASING 
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Secretary Bureess. In 1930 the ratio was 1 fatality for each 13 
major accidents. Today the ratio is 1 to every 5 accidents. The 
problem of pilot turnover in the Air Force is such that it is necessary 
to train 21% pilots to achieve a net increase of 1 pilot. 

Mr. Mititer. Mr. Chairman ? 

Mr. Rivers. Go ahead, Mr. Miller. 

Mr. Mitre. This chart, Mr. Secretary, is a bit misleading. It is 
based on accidents. Were there more accidents in 1953-54 per number 
of miles flown or per number of takeoffs than there were in 1930? 

Secretary Burcess. I believe our next chart will show this situa- 
tion, Mr. Miller, in its relationship to the first tour of duty, both by 
accident and by pilot cause, sir. 

Mr. Mitier. All right. 
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Secretary Buraess. If it is not, sir, we will be glad to discuss it 
furuther. 

Mr. Mitxrer. In 1930 you most likely never had more than 1 or 2 
men in the plane. If we lost a plane, there was a certain percentage. 
Today you have a dozen men in a plane, maybe. 

Secretary Burerss. I believe this factor will become clear later. 

Mr. Rivers. Go ahead. 

Secretary Burcess. We are reluctant to talk too much about this 
type of statistics, but it is important to realize that the increased 
hazard of flying the high speed and complex aircraft of today dis- 
courages many young officers from continuing in a military flying 
career. Only by keeping more pilots longer can we hope to improve 
accident statistics. 

Fortunately, fatalities in submarines have not been of serious con- 
cern subsequent to World War Il. One reason is that our command- 
ing officers and a good proportion of the crews are experienced and 
highly trained experts. With the advent of higher speed subma- 
rines and the added strain imposed by longer operating periods to- 
tally submerged, the hazards attending submarine operations are 
increasing. 

The realities of these hazards are attested by the experience of 
members of the Naval Academy class of 1939, 40 percent of whom 
chose hazardous-duty careers. Out of this class, 24.4 percent of the 
submariners and 22.6 of the aviators are dead, against a class average 
of 12 percent. 

This chart illustrates the declining interest of officers in sub- 
marine duty. 

(Chart follows :) 


THE STAFFING OF THE SUBMARINE SERVICE WITH TRAINED AND EXPERIENCED 
OFFICERS AND MEN IS BECOMING INCREASINGLY DIFFICULT 
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CHART 8 
Secretary Burcess. Shown on the left is the fact that submarine 
officer resignations today are five times greater than in 1948. On 
the right is illustrated the loss of selectivity in the program. In 











478 


1948, there were 300 qualified applicants for the 60 vacancies at the 
Submarine School. 

In 1954, the school quota had increased to 120 for which there were 
only 209 applicants. 

Complete figures on applicants for the next class convening at the 
Submarine School in July of this year will not be available until 
March 1, the deadline for applications. However, as of today there 
are 90 applicants for 120 vacancies—only 75 percent of the number 
required. 

A new level of dangers faces the young man now considering flight 
and submarine service as we approach 100 percent jet operation and 
the atomic submarine. As the President stated in his message to the 
Congress on January 13, 1955, jet flying is ranked by insurance com- 
panies as the most hazardous of all occupations, and premium rates 
are almost prohibitive for the young jet flyer. 

So long as these services must be staffed by volunteers the incen- 
tives offered must be adequate to attract and retain the number re- 
quired to maintain peak performance capabilities. 

These first charts have illustrated the extent of the problem of 
instability and have shown that it is common to all services with 
respect both to officer and enlisted personnel. 

Secretary Burcess. It is a fact that as personnel turnover increases. 
the cost of training must also increase. 

This chart gives an idea of the dollar investment we have in per- 
sonnel. 

(Chart follows :) 
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Nearly 1 million men—one-third of the planned size of the active 
forces—will become eligible for some form of release during the 
coming year. 

At the present overall reenlistment rate of about 24 percent it will 
be necessary to replace about 750,000 of these men during the coming 
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year. It costs approximately $3,200 to give basic training to each 
replacement, which will mean an outlay of nearly $214 billion. 

If an additional 10 percent of the million men can be induced to 
reenlist, an investment of $320 million would be preserved, an amount 
equivalent to the cost of 985 jet interceptors. 

Mr. BianprorpD. May I interrupt at this point, Mr. Chairman. I 
would like to develop that $3,200 basic cost, or the cost for basic 
training. 

We have used it frequently and every time we do we are always 
questioned on how we arrive at that figure. 

Secretary Burcess. I believe we have some data on it here. 

Mr. Buanprorp. I think it covers a 6 months’ period. 

Mr. Rivers. That would vary in each service. 

Mr. BLanprorp. It is based out on a 6-month average. 

Secretary Bureess. The figure of $3,200, which has been used in 
various statements as representing the cost of training a replacement, 
enlisted man, was calculated by the Comptroller, Office of the Secre- 
tary of Defense, as an average cost figure. It assumes an average 
overall training period of 6 months comprised of about 4 months basic 
and 2 months advance training. Travel and leave were included for 
the trainee and for the trainor, and support personnel. 

And I might just mention to the counsel of the committee that this 
figure is different than the one that we are using in the Reserve plan 
because of the difference in pay. 

This man gets $78, I believe is the figure, and the man under our 
Reserve program would be $30. 

The estimate, I think this is the answer to your question, includes 
cost factors for a 6-month period, as follows: (1) Pay, allowances, 
subsistence, clothing, travel, and welfare of the trainee, (2) pay, 
allowances, subsistence, clothing, travel, and welfare of support and 
training personnel, assumed at a ratio of 1 person to 2 trainees, and 
(3) the adjusted maintenance and operations cost are chargeable to 
both support and training personnel and to trainees. 

Mr. BLAnpForp. Just adjusted to it? In other words, I want to 
make that clear, that the camp would stay there, regardless of whether 
you had anybody there or not. 

Secretary Burcess. That is right. 

Mr. Bianprorp. But you are using ammunition, heat, food, over- 
head, that sort of thing. 

Secretary Burress. That is right. 

Mr. Witson. This is a very inadequate figure because it doesn’t 
take into consideration at all any technical training. 

Mr. Bianprorp. All it does is take into consideration 2 months’ 
additional advance training. 

Secretary Burcess. Toward a technical skill. 

Mr. BuanpFrorp. We must go further to see what it costs to train 
people who really have acquired a skill. This is just to make a man 
an able-bodied seaman or airman, third class, so that he knows what 
an airplane looks like. 

Mr. Wirson. In other words, you figure it take 6 months to replace 
one body with another body. 

_ Mr. Bianprorp. Basically, it is more than that. Because this $3,200 
is Only the initial investment in the man. Then any schools beyond 
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that he attends increases the investment. This is a very conservative 
figure. 

Mr. Witson. I should say 

Mr. Rivers. Would you call this an indoctrination period ¢ 

Secretary Burcess. This is basic training. 

Mr. Rivers. Mr. Gavin. 

Mr. Gavin. I want to sympathize with my very good friend, the 
Secretary. He certainly turns ina magnificent performance. In fact, 
[ sat with him all day yesterday on the manpower legislation; we got 
into this particular angle, and merely for the edification of the com- 
mittee, this is $320 million for 6 months for ampreenmnenety $640 
million appropriation would have to be set up for a yea 

Now, what I was discussing with the Secretary yester da Ly, was that 
this is merely the initial cost for training, that we don’t get the full 
picture as to the appropriation that would be necessary, because, 
along with this, you are going to have the armories, and the train- 
ing facilities, and the planes and the tanks and the jeeps and the 
guns, and the end items to build up this initial program for manpower. 

So these figures here indicate exactly what I was trying to get at 
yesterday, that this is one idea of this just a str aight out and out 
indoctrination and training, and that this program is going to cost 
a considerable sum of money. 

I merely bring that point to the attention that this covers merely 
training and not those incidentals that are so necessary and essential 
if we want a good Active Reserve, an alert, hard-hitting Reserve 
group. 

Secretary Burcess. I just would like to state, Mr. Chairman, in 
commenting on Mr. Gavin’s comments that this is an active force pro- 
gram as compared to the one yesterday, that we were talking about a 
Reserve program. Here is where we are trying to keep the man in 
the active forces so that we can cut down on our training lead, cut 
down if you please, on our training facilities. 

So that we get a career-man active force. 

In our presentation yesterday, of course, we did get into the fact 
that we need more facilities around the countryside for a better Reserve 
program. 

Mr. Gavin. But we also come back to 100,000, which is the fourth 
class 100,000 group in the manpower legislation. 

Secretary Bureess. He does not enter into these statistics. 

Mr. Gavin. This is a good illustration because that is going to come 
up. Here is the 100,000 group, again. 

Mr. Rivers. This group, when you finish with them, they go into 
the Reserve, they go into the category about which he was speaking. 

Secretary Bureess. Yes. 

Mr. Bates. That 10 percent figure that you have there, do I under- 
stand if aA increase reenlistments by 10 percent you stated you could 
save some $320,000,000 a year? Was that your statement 

Secretary Bureess. Yes; it would retain an investment of $320,- 
000,000. 

Mr. Buanprorp. It is far in excess of that. 

Secretary Burcess. I am sure 

Mr. Bares. Last year, when we passed the reenlistment bonus, it 
was estimated if we increased by 5 percent, would save $75 million 
or break even. 
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Mr. Bianprorp. Break even. 

Mr. Bates. That was your break-even point on a 5 percent basis. 

Now, we have 10 percent, instead of being 150, which would be 
twice 75, we have 220 and the counsel stated and you agreed it would 
be considerably in excess of that. 

Mr. Buanprorp. Let me explain my statement. I think we have 
to bear in mind the $3,200 here is just like the initial cost for a layette 
and diapers for a new baby. The cost really comes afterward when 
you start training them. But for the first 6 months of this young 
recruit’s experience in any branch of the service, it averages out at 
$3,200. Now, if you just trained him as an infantryman and said 
“This is a rifle and here are the squad movements,” and dropped it, 
then your initial investment in that man would remain at approxi- 
mately $3,200. 

But thousands, literally hundreds of thousands of these people go 
after this basic training to a radar school or a motor transportation 
school or a thousand different types of schools. 

Then the investment starts to double and triple and quadruple, and 
eventually we get to jet pilots—or radar and B—47 crews and the 
figures become fantastic. 

Mr. Bares. I understand that. But, of course, basic training has 
nothing whatsoever to do with reenlistment because that is the period 
of the full cycle. 

Mr. BLanprorp. It does. 

Secretary Burerss. That reduces our requirements for people to 
come into the new training cycle. 

Mr. Bares. I understand that. But Mr. Blandford talked about 
merely the 4-month period. 

Mr. BLanprorp. Six months. 

Mr. Bates. Whatever it might be. I am talking about the entire 
reenlistment period and that 1s what we were talking about a year 
ago on the reenlistment bonus bill and I presume that is what you are 
talking about here on your 10 percent; is that right ? 

Secretary Burcrss. Here we are trying to reduce our new intake by 
about 10 percent. 

Mr. Bares. I understand. Your 10 percent, that is to increase re- 
enlistment at the end of your 4-year cycle or whatever it might be, that 
is the entire period. 

Secretary Burcrss. Yes. 

Mr. Bares. That is what it was a year ago on the reenlistment bonus, 
the entire period ? 

Secretary Burcess. Well 

Mr. Bares. The only comment I wanted to make was last year the 5 
percent was $75 million and now 10 percent is $320 million. 

Mr. Rivers. That is a good argument for raising congressional 
salaries, shows you expenses have gone up. 

Mr. Bares. It is part of the original point that Mr. Blandford 
mentioned, every time we have new hearings we pull out a new figure. 

Secretary Burcess. That is a conservative figure. 

Mr. Wirson. If we reduced our number of men in training in camps 
in each year by 100,000, 100,000 fewer men each year in training, it 
would reduce our cost some $320 million, is that per year, or is that 
for the total amount of an enlistment ? 

55066—55—No. 6——7 
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Secretary Burcess. It will protect an investment of $320 million. 
per year. 

Mr. Wixson. Per year? 

Secretary Burcess. Yes. 

Mr. Witson. In other words, if we can get enlistments so if we train 
in the future 100,000 we will save $320 million ? 

Secretary Burcess. We will protect that investment. 

Mr. Harpy. Actually it would save us a great deal more than that. 

Secretary Burgess. Yes. 

Mr. Harpy. Because this only takes into account the basic training 
and these boys, a whole lot of them are going to have to go through 
this specialized training in order to be able to replace the fellow who 
went out. 

Secretary Burorss. If we can reduce the turnover, it reflects itself 
into future fewer accidents, less loss of material, cuts down on the 
movement figure, moving people from station to station to make up 
replacements. There is no end to the translation of the savings. 

Mr. Harpy. I am willing not to try to hold you to that increase, 
since you went up from 75 to 320—— 

Mr. Rivers. This is a conservative figure and the thing is endless 
in a conjectural amount. 

Secretary Burerss. That is right. 

Mr. Rivers. Take a B-47 flyer, it takes over 24 months to train them. 

Secretary Burcess. That is right, sir. 

Mr. Rivers. If you get him to reenlist you just stop that. 

Secretary Burcess. May I just make one comment? I want to point 
out to Mr. Gavin that the 100,000 on this chart bears no relation to the 
100,000 I presented yesterday. 

These figures are limited to basic training costs only. It costs much 
more to train a man in typical technical skills, such as electronics, 
armament, or aircraft maintenance. In addition, a substantial num- 
ber of experienced training personnel could be returned to operational 
duties. A reduction of 100,000 trainees would release approximately 
30,000 instructors, supervisors, and support personnel in basic train- 
ing activities alone. Additional instructors could be released from 
technical schools. 

It costs $120,000 to train a jet pilot. 

Secretary Borcess. During fiscal year 1956 a total of 4,500 pilots 
will leave the service, representing an investment of $540 million. 
A 25-percent reduction in this loss of trained officers would preserve 
4135 million of this investment, the equivalent cost of 415 jet fighters. 
While the dollar cost is significant, the loss of experience and opera- 
tional efficiency is of even greater importance. 

Secretary Burcrss. Records of the Air Force provide convincing 
evidence that the loss of experienced men from the services is costly 
in materiel as well as in men. 

Mr. Buanprorp. May I interrupt at that point? 

The only reason I am doing so, Mr. Chairman, is to make sure that 
we all understand what these training-cost figures are and that we 
don’t get stumbled up on the floor with this thing. Just how do we 
arrive at this $120,000 cost figure, Mr. Secretary, for training a jet 
pilot ? 

Secretary Burerss. 1 am going to ask Admiral Grenfell to go 
through these figures. 
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Admiral GrenFreLu. These are Air Force figures, air training com- 
bat cost, combat-command costs, depot-maintenance costs, aircraft 
replacement costs, preflight training; for this particular figure here, 
that is, $120,000, this is for F-94—C pilot, $1,820 total for preflight; 
$17,800, primary training; basic, $25,180; advanced, $45,250; ADC 

= combat crew training, $32,290; total, $122,340. 

Mr. Bianprorp. This means that this is the actual cost incurred for 
each pilot that is trained as a jet pilot in the Air Force? 

In other words, there is no repetition of cost here? This isn’t a 
continuing cost that would go on regardless of whether or not these 
men were leaving the service or coming into the service? You are 
talking about the cost for a young man who has to be trained in how 
to fly a jet, you are talking about fuel consumed in training alone, you 
are talking about the instructors that are required to teach a man to 
fly a jet, you are talking about the additional wear and tear on air- 
craft asa result of having to put these people through these continuous 
training processes, SO that it is not a cost figure that would be constant 
regardless of that. 

Secretary Burerss. If I may, Mr. Blandford, we would like General 
Lee to confirm. the comments. 

General Ler. That is right. These figures as the admiral read 
them cover various items in various stages of training through the 
various commands that have anything to do with that training. 

Mr. BLanprorp. Once a man has completed that training 

General Ler. He is trained. 

Mr. Branprorp. There is $120,000 invested in him and in order to 
put another person through there to take his place, right from the day 
he enters into the Air Force, to replace this individual will cost $120,- 
000 all told. 

General Ler. To get him to the same state—— 

Mr. BLanprorp. State of efficiency as the man who left the service. 
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General Ler. I might add, sir, that this is, as the admiral said, for 
a F-49C pilot. 

Mr. Buanprorp. I know the B-47 crew costs are fantastic. 

General Ler. For B-47’s it will be more. It varies by the aircraft. 

Mr. Witson. How long a period of time does that cover from the 
time the training begins until the pilot is completely trained ? 

Secretary Burcess. 17 months of training. 

General Lee. 17, 18 months. 

Admiral Grenre.u. Yes. 

Mr. Rivers. B-47’s are longer ? 

General Ler. Yes. 

Mr. Rivers. I was talking to General Harmon out at Colorado 
Springs and he related to me a little story. 

He said there was a man hanging around the gates at Lowry 
Field—which is a continuation of Keesler Field training—as you 
know, for radar and electronics and so forth, and he said a man repre- 
senting industry went to the commanding officer at Keesler Field and 
said “I want to be honest with you, I want to tell you what I am doing 
just to show you what an honest fellow Iam. I have somebody wait- 
ing outside the gates here, and the minute you release any of those 
boys, I am going to pay him three times what you are paying. I 
just want you to know that, just to show what an honest fellow I am.” 

Secretary Bureess. I believe in later testimony to be presented to 
you there will be further evidence of that. 

Mr. Rivers. I picked that up on the outside. 

Mr. Bennett. There is one thought. I don’t know whether you can 
value it in dollars and cents. But undoubtedly there is some value of 
a trained pilot who leaves the service as far as the defense is concerned, 
I don’t know whether you give consideration to that or not. I don’t 
know how you present it but somebody on the floor might say, “Well, 
it is not a total loss, this man can be brought back into the service. 
After all, the UMT program is supposed to be designed with that in 
mind, for a certain number of ie after the man gets out you can 
still snatch him back. I want to know if any consideration has been 
given to it. 

Secretary Burcess. I don’t think it has been given in the case of 
dollars. It represents a plus on our side. But it doesn’t mean very 
much to the management of the active force at any given time. 

Mr. Bianprorp. General Lee may have an answer to that with 
regard to the man you bring back in a Reserve capacity who was 
trained as a jet pilot and then left the service for 2 years and then 
came back on active duty. 

Do you have any figures as to how much it costs to retrain that 
individual ? 

Mr. Rivers. For a refresher cost? 

Mr. Bianprorp. Yes. Of course, it would be on a sliding scale. 

General Ler. It would vary; if he came right back in a few months, 
perhaps no cost. The longer he is out, we will have to give him more 
of a refresher course. 

Mr. Rivers. Those figures would be good, because we would be asked 
those questions on the floor. Iam glad Mr. Blandford asked for that 
for the record. 
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Mr. Harry. It seems if we are going to talk about the dollar costs 
that are involved here, wouldn’t we have to take into account the dol- 
lar costs of maintaining combat proficiency? After you get a fellow 
trained up so he is ready for combat, then you still got a continuing 
cost to maintain that combat proficiency. 

General Ler. That is right. 

Mr. Harpy. And wouldn’t that have to be taken into account in 
connection with trying to determine the actual dollar savings through 
reenlistments or through 

General Ler. Mr. Hardy, I think it would depend on where you lost 
the man. If you lost him to civilian life at the time he just became 
combat ready your figure is $120,000 as Mr. Burgess last said. That 
cost you there. Now, if you keep him on for another 2 or 3 years 
and lost him, certainly you are putting more money into him to keep 
him combat ready. 

Of course, he is returning something to the United States Govern- 
ment by being in the force and being ‘part of the active force. 

Mr. Harpy. When you finish spending that $120,000 he is combat 
ready ? 

General Ler. Yes, sir. 

Mr. Harpy. And when you train his replacement up to that point, 
his replacement allegedly 1s combat ready also? 

General Ler. At that point. 

Mr. Harpy. But if this fellow stays on active duty you still have 
to be continually spending money to maintain his proficiency. 

General Ler. That is right. 

Mr. Harpy. Suppose over this period of 17 months of training in 
order to maintain the proficiency of the fellow who was trained 17 
months ago, you have got to spend a certain amount to keep him in 
the situation that he would be, or rather that his replacement would be 
in 17 months later? 

General Ler. That is right. That would vary as I say, depending 
on where you lost him, how many months out into the future you lost 
him after his 17 months. It would vary, and continue if he stayed in 
for 20 years 

Mr. Harpy. My point is this: From the standpoint of making a 
dollar comparison you can’t say that it is $120,000 difference. 

General Ler. You can, I believe up to the point, if you take the 
two to the same point in training. 

Mr. Rivers. Combat readiness ? 

General Ler. Yes, sir. I believe you can say that. 

Secretary Bureress. Of course he is saving you something, too, while 
he is staying with you. 

Mr. Harpy. Of course he is. But I am trying to answer these ques- 
tions in my own mind and actually, I don’t see this $120,000 economy. 

Secretary Burcess. It is a protection of investment. 

Mr. Harpy. Of course, you have a protection there that we can’t put 
a dollar value on. 

Secretary Burcrss. That is right, sir. 

Mr. Rivers. Go ahead, Mr. Secretary. 

Mr. Bianprorp. Before you get into the statement, two things, I 
would like to indicate that the $3,200 figure was consistent with the 
reenlistment bonus bill. I have the heari ings here. Mr. Burgess, you 
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were using 100,000 people multiplied by 3,200, and what General Lee 
was testifying to before the committee—just to act as his adviser at 
this moment, he was talking about a 5 percent increase over and above 
existing rates which translated into people would give you a lesser 
number than 100,000, but would result in a savings of approximately 
$68 million. So that there wasn’t anything inconsistent in it, Mr. 
Bates. 

Mr. Bares. I was out to lunch then. [Laughter.] 

Mr. Gavin was giving me some important information. I missed 
mur point. 

Mr. Wixson. It is in the record. 

Mr. Buanprorp. The reenlistment bonus testimony does jibe. The 
Secretary was talking about 100,000 people multiphed by $3,200 

Mr. Rivers. Don’t let us get this thing any more confused because 
we have to get through here. 

Mr. Bares. I understand the top of the chart referred to 100,000 
men and the figure was $320 million, which is quite a bit different 
than the question I directed to the Secretary. 

All I asked him was what does the 10 percent represent? He said 
if you increase reenlistments by 10 percent then you are going to 
save not 320 to 220. 

Mr. Buanprorp. No. He was referring to 10 percent of the people. 
General Lee was taking 5 percent of a lesser number. 

Mr. Rivers. Let us find out. 

Secretary Burgess. I understand the figure that way. 

General Ler. We are talking about two different figures. 

Mr. Bares. I merely asked the question does it mean if you increase 
enlistments by 10 percent, does that mean you save 220 million, 320 
million ? 

Secretary Bureess. $320 million. 

Mr. Bares. By increasing reenlistments by 10 percent ? 

Secretary Burgess. That is what I used. 

Mr. Buanprorp. That is on the basis that 1 million will leave the 
service in fiscal 1956. Now what General Lee was referring to was 
a 5 percent increase over and above existing reenlistment rates, not 
on the basis of 1 million leaving the service but on the existing 
reenlistment rates. And the $3,200 figure multiplied by the number 
of people that would be expected to reenlist representing a 5-percent 
increase in the reenlistment rate would give you a net savings of 
$68 million. 

Mr. Witson. Nota 5 percent over—— 

Mr. Bianprorp. Because it is not 5 percent of a million people— 
5 percent of 400,000 or 500,000. 

Mr. Bares. That is as clear as mud. 

Mr. Wirson. In other words 10 percent of a horse is much bigger 
than 5 percent of the horse’s leg. 

Mr. Bianprorp. May I ask one question because this is going to 
come up on the floor just as sure as we are sitting here. I know 
Admiral Grenfell will be very happy to answer this question. 

You talked about insurance rates for hazardous occupations and 
we say that the hazard insurance rates are very high for those engaged 
in flying. That is not true of people engaged in submarine duty. 
Therefore, you cannot use the same argument for submarine pay 
that you use for flight pay. 
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Now, we are going to be faced with that, because somebody usually 


does raise the question of why should submarine pay be the same as 


flight pay? If you are going to argue that you are going to give more 
pay because of higher insurance rates you can’t make the same argu- 
ment for those in the submarine category. 

Secretary Burcess. Maybe Admirals Grenfell and Holloway can 
give a better answer. 

But my feeling about it is this: You have to protect and encourage 
the buildup of trained personnel in the submarine force because 1f 
that level drops, you are then in a situation of more danger than 
you are, say, with one man in a jet plane. I mean you have a whole 
crew in that craft. So I think that you have to realize that the Navy 
has built the submarine force up to a safe performance record. You 
have to maintain a safe performance record because if you don’t you 
are then getting into some real great hazard because of the particular 
operation of that type of vessel. 

Mr. Buanprorp. I think that is a good answer, Mr. Chairman. I 
think we should have it in the record. 

Mr. Rivers. I think so, too. I think that is a good answer, Mr. 
Secretary. 

Go ahead, Mr. Secretary. 

Secretary Burerss. This chart shows that the accident rate due to 
pilot error falls off sharply after the first few years of flying. 

(The chart follows :) 

Mason ACCIDENT RATES OF AIR PILOTS RELATE DIRECTLY TO THE PILOT 


EXPERIENCE LEVEL 


acCipenT RATE PER 100,000 FLYING HOURS 
JULY ~- DECEMBER 1953 


















60 ~ a 
FIRST 
TOUR 
50; ancaa 
ACCIDENTS INVOLVE — 
40 *PLANE LOSS 
*TRAINING INVESTMENT 
ae A * PUBLIC LIABILITY 
* SURVIVOR BENEFITS 
0b 
10- thot Error Accidents 





360 1000 1560 2000 2500 3000 3500 4000 4500 $000 
TOTAL FIRST PILOT HOURS 


CHART 11 


Secretary Burcess. As flying hours build up among career person- 
nel, the accident rate flattens out. While the data shown on this 
chart applies to fiscal year 1953, the experience in 1954 was essentially 
the same. 

The Navy reports comparable experience with equipment losses due 
to new personnel. 
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Sizable materiel costs as well as training costs could be saved if 
we can avoid the necessity of training so many new men to replace 
officers leaving the service. 

Reduced accident rates also accomplish additional savings through 
decreased public liability payments and death benefits, as well as re- 
sulting in improved morale in the service. 

In seeking a solution to the problem of turnover, we have looked to 
field studies to determine what influences military men most in the 
election of a military career. 

(The chart follows :) 
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Secretary Bureess. Results of a survey covering approximately 
40,000 Air Force officers and men are shown on this chart. 

Tangible benefits are important to 33 percent of those surveyed; 51 
percent said increased pay is most important. Also, of those not 
intending to reenlist, 62 percent considered pay most important. Other 
service studies generally show the same pattern of interests. 

Mr. Rivers. Did you submit Mr. Secretary, some sort of a figure 
that they could rely on about the increase, 5 percent, 10 percent / 

Secretary Burress. We have generally discussed this pay situation 
with people in the field who will benefit from it. 

Mr. Rivers. A definite figure / 

Secretary Burcess. No, sir. 

Mr. Rivers. They just complained they weren’t getting enough 
money { 

Secretary Bureéess. That is right, complained pay was most im- 
portant, 

Mr. Bares. What is that “16 percent intangible”? 

Isthat the wife? (Laughter.] 
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Mr. Harpy. She is very tangible. 

Mr. Bares. As important a factor as any is the wife, I think more 
important than the pay. 

Secretary Burcess. That is right. That is a very important factor. 

Mr. Bares. You are an ex-serviceman if they don’t like it. 

Secretary Burcess. That is right. 

Mr. Witson. The second 9 percent there, having to do with decrease 
in transfers is something that you can’t come to Congress about. That 
is one of the problems within the services. 

Secretary cee, I would like to submit there that if we can 
stabilize the force, and cut down the turnover, the leaving of people, 
that will in itself be a stabilizing force to this moving problem. Be- 
cause as you lost a person you have to move people to take his vacancy. 
And one of the important elements in this move problem, which we 
recognize is a deterrent to morale, a very large deterrent, is the nature 
of the service. But if we can stabilize the force I think we can make 
creditable gains. 

Mr. Rivers. It is based on what the figures show now, whether or 
not we get into a shooting war, and the stability of the forces as you 
envision them today. 

Secretary Burcess. In evaluating the overall personnel instability 
problem it became evident that the lagging level of military pay had 
become an important factor. 

Military pay has increased less since 1949 than that of industrial 
workers, salaried business management personnel, or civil servants. 
It has also lagged well behind the cost of living. 

This chart shows increases from 1949 to 1952 on the left; increases 
from 1949 to 1954 on the right; both superimposed over the cor- 
responding increase in the cost of living. 

(The chart follows:) 
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The last column on the right shows the effect of the Department 
of Defense proposal to raise present military pay levels by approxi- 
mately 6.7 percent over present pay and allowances. Even with this 
proposed increase, however, the level of military pay would still be 


below other standards. 


Although an overall percentage figure is shown for this compari- 


son, the Department of Defense plan does not call for an across-the- 
board Increase. 


at key points in the military career pattern. 


This comparison does not reflect payments of overtime to industrial 
workers or civil servants, nor does it include bonuses paid to salaried 


personnel. Nor does it reflect pension or retirement plans for any 
groups nor any other contingent benefits. 

This chart shows the percentage increases in military pay since 
1908, and the effect of the proposed increases. 

(The chart follows :) 
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Senator Burcess. In more than 45 years the pay of a major general 
or rear admiral has been increased 50 percent. The pay of the low- 
est enlisted grade has been increased by nearly 800 percent. Consid- 
ering the inflation, our higher ranking officers are paid only about one- 
half as much as they were 45 years ago, while the enlisted men are 
paid about three times as much. 

Mr. Rivers. I want you to make that very full for us because when 
we hi F the last pay bill upon the floor if you remember, those of you 
here, Captain Martineau, General Dahlquist who represented—was 
here, the two of them representing the Department of Defense, we 
had a lot of trouble getting our bill through. And over in the Senate, 
that is the other body, we had trouble over there, that is why they 
didn’t write out a 10 percent across-the-board like we passed and we 


had to work it out in conference, that is why it was 4 and 14, and the “Vy 
just shot at the higher echelon of brass. 


Instead, the proposal provides for selective increases, 
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We want to be in a position where Mr. Blandford can have those 
figures, where we can show over a period of 45 years, 1908 until the 
time we made the increase, which was 45 years. 

Mr. Buanprorp. We had them in 1949 and the House paid no atten- 
tion to them and we had them in 1952, and the House did accept the 
10 percent increase at that time. 

Mr. Rivers. Thatisright. But the fact remains the law didn’t come 
out that way. We have to have the figures to put up a good fight, 
so it can be a consistent one. 

Secretary Bureress. That is what we hope is one of the effects of 
this chart. 

Mr. Bates. I wouldn’t want to complicate this any more. But the 
cost of living applicable to the enlisted men is not a valid figure com- 
pared to those of the officers. Because the enlisted men, most of them 
get their food, clothing and shelter. So if you add those things in, 
instead of 800 percent it would be considerably higher than it indi- 
cates there on that chart. Because if they are paying for their food, 
clothing and costs you would have had an increase higher. 

Mr. Buanprorp. Is this chart based on basic pay or allowances ? 

Colonel SrerHens. Pay and allowances except that back in 1908 
there were no allowances as such for the enlisted personnel. 

Mr. Parrerson. The enlisted married man under that same pay 
scale 

Colonel SrerHens. I don’t recall what the quarters allowance was 
or subsistence allowance, but what I had in mind was that the flat 
rate of $15 in 1908 was all that the man got, he was fed and whether 
there was any special rate for married people, I am not sure. 

Mr. Bianprorp. Mr. Bates makes the point and I think another 
chart should reflect that—I think Mr. Kilday suggested this some time 
ago—that we confine ourselves to basic pay. We get into trouble 
when we get into allowances here, because this figure shows allowances. 

Now, when you came along with the Dependents Assistance Act 
that is when your E-1 went from four hundred-odd percent to eight 
hundred-odd percent. That is a little distorted. 

Would it be possible to have a chart prepared showing the increases 
in basic pay for all grades since 1908, and let us look at that com- 
parison ¢ 

Secretary Burcess. We will submit that. 

Mr. Rivers. I think that would be very helpful on the floor. 

Secretary Burcess. We will submit that. 

(The chart follows:) 
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Mr. Bares. Even that, Mr. Counsel, the married officers and mar- 
ried enlisted men still have to buy their food outside. 

Mr. Bianprorp. Yes. 

Mr. Bares. E-1 and E-2, most of them are unmarried, get their 
food in kind, therefore, we wouldn’t need increased allowances to 
take care of inflation since that period. 

Mr. Bianprorp. The only thing you can show on all of these charts, 
is the cost of found, what they call found, for the enlisted personnel 
who are furnished quarters and food, and that is today worth, I think, 
about $127 a month or something in that neighborhood. But it is 
very difficult, unless you are comparing basic pay, to really get an 
honest comparison of the way basic pay has increased because then you 
have got to go into the very problem you have raised of certain people 
being furnished additional compensation in the form of found. 

Secretary Burcess. I think the chart is comparable in that respect. 

Mr. Branprorp. For the first grades ? 

Secretary Burcess. And also over in the officer grades. 

Mr. Rivers. Continue. 

Secretary Burerss. The continuing need for qualified leaders and 
the increasing requirement for highly trained technicians make it 
necessary that more men in the middle and higher ranks be retained. 
It will be noted that the proposed increases are concentrated in those 
areas, 

The level of military pay is of real importance when measured 
against compensation for comparable levels of skill and responsibility 
in civilian careers. This chart shows that the range of civilian pay 
exceeds that of military pay for comparable responsibilities, par- 
ticularly in the higher levels. 

(The chart follows :) 
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Secretary Burcess. It is clear that a civilian career offers the possi- 
bility of much greater reward than does the military career. This 
comparison was taken from the most recent review of civilian and 
military pay by the Hook Commission—March 1954- and is current 
through calendar year 1953. Based upon information reported by 
42 major companies, the pay of their presidents was increased by 10 
percent and their vice presidents by 16 percent during the period 
1948-53. These increases are exclusive of bonuses or other forms of 
deferred compensation. ; 

Mr. Mitter. Mr. Secretary, this chart here, is this supposed to be 
the average officers earning capacity in private industry‘ 

Secretary Burgess. Yes; a comparison of the ranges of compensa- 
tion for comparable responsibilities. 

Mr. Mixer. The average first lieutenant can go out according to 
that chart and earn about $800, and the average captain can go out, or 
the average major and earn about $1,100 a month ? 

Mr. Parrerson. Not according to the people who come to see me. 

Mr. Miter. I have just had a brigadier general giving me as a 
reference to this plus—40, and I know some retired colonels who 
certainly, regular Army, West Pointers, who haven’t been able to find 
jobs that would pay them anything of that nature. I am just wonder- 
ing whether this—now, we know that there are people, major gen- 
eral 

Mr. BLanprorp. Mr. Miller, this is based upon a comparable respon- 
sibility in industry. 

Secretary Burcess. Comparable responsibility. 

Mr. Mitier. Wait a minute. Comparable responsibility, there is 
a lot in that, and there is a Jot in a man’s capacity. There are many 
men who would take the job as president of General Motors, but there 
is only one president of General Motors. 

Mr. Bianprorp. What the Hook Commission tried to do originally 
back in 1949, and they spent months and months doing it, they went, 
for example, to an industry, we will say, that employed 18,000 men, 
which had an investment of $150 million which would be comparable 
to a division commander’s responsibility. 

Mr. Mitier. Oh, well, yes. 

Mr. Bianprorp. That is the way they arrived at it. 

Mr. Mitier. But in the hurly-burly of getting jobs in private in- 
dustry I don’t know of many people who could earn $38,000, $40,000 
a year. You haven't as many $40,000 a year jobs hanging around as 
you have major generals. 

Secretary Burcess. You don’t have them hanging around, but they 
exist and there are responsible ones. 

Mr. Mixter. There aren’t many people who can assume that. 

Secretary Burcess. That is right. But they do exist, sir. 

Mr. Minter. Surely. It isn’t a question of capabilities, it is again 
the subject of earning power. I think that this thing is distorted out 
of all reason as far as I am concerned, it looks as if somebody is trying 
to sell us a bill of goods. 

Mr. Wirson. This says comparable responsibility. It doesn’t say 
earning capacity. 

Mr. Harpy. What does that responsibility refer to ? 

Does that refer to the assets that the individual handles? 
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Secretary Burerss. It would be assets and leadership, number of 
people employed, the job to be done. 

Mr. Rivers. Security ? 

Secretary Burcess. That is right, sir. 

Mr. Rivers. Take a commandant of the navy yard, for instance, 
or a captain of the yard, or the commander they call him now, he 
has a staggering responsibility, the same way 

Secretary Burcess. That is right. If you try to compare it on the 
other side, if you put these on responsibility lines instead of just on 
dollar lines, the people in the military in some of these grade ranks 
would be much 

Mr. Mitier. I would like to say off the record. 

(Discussion off the record.) 

Mr. Mitier. We are going to compare them to responsibilities, we 
are going to compare them to earning power of the people outside. If 
your—if you are going to bring industry into it, I just got through tes- 
tifying before the Post Office and Civil Service Committee and I 
wouldn’t dare make the same comparison there, if we did we would 
have the Postmaster General with a billion and a half dollar establish- 
ment paid way up to the ceiling. 

Mr. Rivers. I know. 

But he is a Cabinet officer. 

Mr. Miter. That is right. 

I agree that the Cabinet officers are underpaid, and I agree that 
you do things in public life and we all know that. But the question 
is when you put these master sergeants, one thing or another, second 
lieutenants, down at earning capacities where men can go out and get 
jobs, but when you bring this thing up—— 

Mr. Rivers. The Chair would like to say this: I know of nobody 
else I would rather quote than the Hook Commission, who in my 
opinion have done a wonderful job. They did it for nothing. Mr. 
Hook worked for no pay. 

Secretary Bunrcess. I know of no one better qualified than Mr. 
Hook from the standpoint of knowing what the average experience 
is in industry and because of his affiliations with the Business Advi- 
sory Council. 

Mr. Branprorp. May I say that this works in reverse. 

There have been attacks made on pay increases for the armed serv- 
ices because comparisons are made with civil-service jobs, and the 
military. 

In other words, I have seen, and I am sure all members of the com- 
mittee have seen, the studies that have been made, showing that a 
captain with his pay allowances receives more pay all told than a 
P—9 in the civil service. 

Now, that comparison in my opinion is just as much subject to criti- 
cism as the comparison you have here because the Hook Commission 
was faced with the problem of trying to make a comparison with 
something that people could understand. There is nothing as un- 
economic as a military installation of course, because it is a complete 
dead loss to the Nation. I mean, there is nothing constructive bout 
the armed services insofar as the economy is concerned, with all due 
respect to these gentlemen here. 
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But nevertheless, they had to go out and make some kind of a com- 
parison, so they could bring something to us and say this is how we 
analyze what a young man would be making on the outside if he were 
doing a job such as line sergeant, in a communications section, then 
they went to the telephone company and they found out what a man 
did who worked about as long and had about the same responsibility 
and then they came in with those comparisons. 

Maybe they are not good, but that is the best they can do. 

Mr. Miter. I think those are excellent. 

But when we do that, on the left side we allow our imagination on 
the right of the chart to run away. I think that chart, taken on the 
floor of the Congress, would just about knock this bill in the head. 

Mr. Witson. Off the record. 

(Discussion off the record.) 

Mr. Rivers. Go ahead, Mr. Burgess. 

Secretary Burcess. While the military career offers traditional 
rewards which are not measurable in money, there is no question but 
that the tangible incentives of a civilian career offer greater induce- 
ments today. 

The fundamental objective of the proposed Career Incentive Act 
is to attract young men to a military career and to retain them in this 
career once they have chosen it. In addition it is necessary to offer 
special incentives to men who undertake the particularly hazardous 
jobs that are becoming more important as weapons systems become 
increasingly faster and more complex. These objectives require com- 
pensation more in line with that offered by private industry. 

(The chart is as follows :) 
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Secretary 3urGEss. The proposed Career Incentive Act has been 
developed to assure that the military pay structure will: 
Be in balance with levels of skill, responsibility, and leadership; 
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Offer competitive incentives for the choice of a military career; 
Assure adequate career progression ; 

Provide a differential between obligated and career service; 
Offer adequate differential incentive for performance of hazard 
ous duties. 

Salient features of the proposed bill are (1) selective increases in 
base pay and incentive pay for hazardous duty; (2) provision for a 
“dislocation” allowance for personnel with families making a perma- 
nent change of station; and (3) an increase in the maximum per diem 
allowance for temporary duty travel. 

We have directed our efforts to the development of a plan which 
would increase the career attractiveness of active military service. In 
so doing, we have followed a philosophy which places emphasis on the 
personnel needed to man our active forces. 

An important feature of the plan we propose is that no increases 
are provided for officers with less than 3 years of service and warrant 
officers and enlisted men with less than 2 years’ service. Increases 
are proposed only for those individuals who serve beyond the mini- 
mum obligated service. This highlights the career incentive feature 
of the bill. 

This final chart shows the results of a just completed survey by the 
Air Force of 5,700 officers and men. 

(The chart follows :) 
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Secretary Burerss. This survey indicates that the enactment of 
the proposed Career Incentive Act would have a compelling effect in 
the choice of a military career for a significant proportion of those who 
face the decision. 

The columns on the left represent the percentage who planned to 
serve on a career basis under present pay scales; the columns on the 
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right, the percentage who would elect a military career under the 
proposed Career Incentive Act scales. 

Particularly significant is the increase in the number of young 
flying officers and “enlisted men who would plan a service career if the 
proposed pay scales were placed into effect. 

An additional 13 percent of the flying lieutenants indicated they 
would remain in the service on a career basis if the proposed Career 
Incentive Act is enacted. 

An additional 5 percent of all enlisted personnel surveyed would 
remain in career status, and an additional 7 percent would stay in for 
| more enlistment. This would indicate that we might expect a 12- 
percent increase in the reenlistment rate. 

The 20-percent change in the attitude of ROTC flying lieutenants 
is most encouraging. These young men are now trained for either a 
civilian or military career and are college graduates. An increase in 
the retention of officers from this source in the face of the present 
necessity for commissioning a high proportion of flyers with only a 
high-school education would be of untold benefit to the Air Force. 

Mr. Buanprorp. Are these percentages or numbers of people ¢ 

Colonel Sreruens. These are percentages. 

Mr. Bianprorb. 57, then you go up to 65. 

Then on the top of that, there is an additional 2 percent— 

Colonel Steruens. Actually, a 7-percent differential for 5 years 
or longer. 

Mr. BLanprorp. I see. 

Secretary Burcrss. The survey indicates that an additional 20 per- 
cent of these ROTC lieutenants would remain in the service on a career 
basis. 

While this survey deals only with attitudes in the Air Force, it . 
reasonable to believe that similar reactions would be encountered i 
the other services. 

The President said in his special message to the Congress on Janu- 
ary 13, 1955: 

In my judgment, the measures herein presented will strengthen our security 
und preserve our way of life. 

The proposed Career Incentive Act is considered by the Department 
of Defense to be a vitally important measure, both to our military 
people, and to the sustained security of the Nation. 

I shall not undertake a detailed analysis of the bill itself. The per- 
sonnel chiefs of the services are here to discuss the problems of their 
respective services. In addition, Capt. David L. Martineau and other 

members of the Department of Defense staff are prepared to go into a 
detailed analysis and explanation of all features of the proposed bill. 

Mr. Rivers. Thank you, Mr. Secretary. That indicates a very fine 
and a lot of hard work, and the fact that our chairman, Mr. Vinson. 
has got one committee sitting on the Reserve problems, and another 
on the regulation, indicates our determination to go right along with 
you and give you every possible cooperation. 

Secretary Bureess. Thank you, Mr. Chairman. 

Mr. Rivers. We want to thank you for a fine statement. 

Now, tomorrow, Mr. Blandford, 10 o’clock ? 

Mr. Bianprorp. Yes, sir. 

55066—55—No. 6——8 
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Mr. Rivers. Admiral Holloway, I don’t think we can hear you 
today. We have quite a big bill on the floor today. I think some of us 
are seriously considering it. And will tomorrow morning suit you? 

Admiral Hotioway. Yes, sir. 

I will be here tomorrow morning. 

Mr. Rivers. Ten o’clock. 

Admiral Hottoway. Yes. 

Mr. Rivers. The committee will be in recess until tomorrow morn- 
ing, at 10 o’clock. 

(Whereupon, at 11:49 a. m., the committee adjourned, to reconvene 
at 10 a. m., of the following day, Thursday, February 17, 1955.) 
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CAREER INCENTIVE ACT OF 1955 





THURSDAY, FEBRUARY 17, 1955 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SupcomMITtee No, 2, 
Washington, D.C. 

The subcommittee met at 10:05 a. m., the Honorable L. Mendel 
Rivers, vice chairman of the subcommittee, presiding. 

Mr. Harpy (member of the committee, acting chairman). Let the 
committee come to order. 

Mr. Blandford, Admiral Holloway is scheduled to be the first 
witness ¢ 

Mr. BLanprorp. Yes, sir. 

Mr. Harpy. Admiral, will you come up, please ? 

Admiral Hotitoway. Yes. 

Mr. Harpy. Admiral, you have a prepared statement that you 
want to present first ? 

Admiral Hottoway. I would greatly appreciate the opportunity of 
presenting my prepared statement verbally to the committee. 

Mr. Harpy. Would it bother you particularly if the members of 
the committee make a few inquiries, during your presentation. 

Admiral Hottoway. Not at all, sir, we would welcome such. 

Mr. Harpy. Go ahead. 


STATEMENT OF VICE ADM. J. L. HOLLOWAY, JR., CHIEF OF NAVAL 
PERSONNEL 


Admiral Hotioway. Mr. Chairman, before I start my prepared 
statement I want to emphasize that this is one of my many appear- 
ances before the members of this committee, and it is a genuine 
pleasure to so appear. 

I might also remark if it has not already been cleared up, that 
Admiral Grenfell and Captain Martineau, who are with me today 
to help me in any details, will follow through this entire bill for you. 

Mr. Harpy. That is fine. We have been counting on that. 

Admiral Hottoway. Admiral Grenfell was the chairman of the ad 
hoc group working with Secretary Burgess on this. : 

Mr. Chairman and gentlemen, as always I appreciate the privilege 
of testifying before this distinguished committee in behalf of the 
proposed Military Career Incentive Act of 1955. The witnesses who 
have preceded me have acquainted you with the board personnel prob- 
lems facing our Armed Forces. They have indicated why they con- 
sider the incentives for career military service must be enhanced. 

I should like to summarize very briefly the personnel situation as 
it exists in the Navy today and relate it to these incentives. 
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The Navy, like the other services, is experiencing excessive losses 
of trained personnel. We have, for the past few years, encountered 
difficulty in the procurement of career officers in the junior grades in 
the numbers we would prefer to have. Our reenlistment rates, the 
index of the sucess which we are having in maintaining our career 
nucleus of experienced enlisted personnel, are lower than any in recent 
history. 

There are many reasons for the difficulty which we are experiencing 
in attracting and retaining adequate numbers of career personnel. 
A very important reason, and one which is possibly not generally ap- 
preciated, is the fact that the demands upon fleet personnel currently 
generated by our worldwide commitments are completely unprece- 
dented except in time of war. These demands include exceptionally 
protracted periods of sea duty to achieve necessary operating pro- 
ficiency, frequent long deployments to areas where the fleet represents 
the furthermost limit of our national strategic commitments, and the 
constant strain of an arduous around-the-clock condition of instant 
readiness for war. 

If we are to maintain the traditional high standards which the Con- 
gress has always expected of our Navy, we cannot expect to relax our 
training effort. As Chief of Naval Personnel, I have not made any 
compromise with quality in order to procure the personnel we need 
to man the fleet. Indeed we are increasing the quality of our officer 
and enlisted personnel by a series of administrative actions such as 
the reestablishment of professional examinations for promotion of all 
officers and by discharging early those few enlisted men who fail to 
naintain satisfactory standards of conduct and desired professional 
progress. I believe that I should state quite frankly my opinion that 
compromise of our present standards to attain required numerical 
strength should not be resorted to. 

Mr. Bianprorp. Excuse me. May I ask at that point, are you 
saying in a subtle way that you could get bodies to man the Navy 
without too much difficulty, but your problem is to get the type of 
people you want ? 

Admiral Hottoway. May I, Mr. Chairman, assure the counsel that 
[{ did not mean to be subtle at any time in this place because I have 
learned from long experience that I am not capable of subtlety, and 
particularly before a committee of Congress. 

Mr. Biuanprorp. Would you interpret that statement to mean that 
you can get the bodies but you can’t get the quality ? 

Admiral Hottoway. It is conceivable that we could compromise 
with our standards and attain an easier acquirement of the necessary 
numbers. 

I believe that that carries out the—answers the question you have 
in mind. 

Mr. Harpy. You still anticipate you would have difficulty, but if 
you let down your standards of quality—— 

Admiral Hottoway. Not so much difficulty then; yes, sir. 

Mr. Harpy. Go ahead. 

Admiral Horroway. The Chief of Naval Operations and I are im- 
plementing actions to minimize the impact of operational commit- 
ments upon the individual. We have consistently carried out, to the 
best of our ability, measures such as equitable seashore rotation for 
officers and enlisted men, lengthening of tours of duty, reduction of 
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the number of temporary additional duty orders and many other ad- 
ininistrative actions designed to increase personnel stability. 

Recently, when units of the Atlantic Fleet were redeployed to the 
Pacific with consequent changes in home port, we were able, with the 
excellent cooperation of the ‘ailroads, to move the dependents of 
personnel affected, with a minimum of personal expense and incon- 
venience. 

Mr. Mitter. Mr. Chairman, may I revert back to the statement in 
the last paragraph on the second page. 

I don’t mean to question what you do, Admiral, or what your intent 
may be, but I would say that from the correspondence a lot of us get, 
or that I get, I will only speak for myself, would indicate that some- 
times this rotation isn’t carried out maybe the way that you intend it 
to be carried out, and that sometimes there is a question of equities 
entering into it and sometimes when you go into them, somebody finds 
that he made a mistake. I wonder—and that is very important, I 
think in the morale factor. 

I was just wondering if perhaps your office put some people to 
sc rue some of these rotations that m: aybe we might not avoid 
that. I don’t question for a minute that you at the top level intend 
this, but I do think that sometimes when it get down to the field level, 
there might be some laxness in the implementation of your policies, 
and it might be a good idea to take a look at it. 

I would be very happy to cite you half a dozen cases that I have 
never taken to your level, if you want them. 

Admiral Hotnoway. Mr. Chairman, if I may briefly discuss this 
question with Mr. Miller, I appreciate the opportunity. 

I know that there is a great deal of correspondence on this, as we 
do a great deal of monitoring of this in every possible way. 

May I point out that this year is 4 years after the big influx of per- 
sonnel for Korea. There is a terrific discharge rate going on of first- 
cruisemen. That terrific turnover of well over 100,000 men that have 
to be replaced is in itself a personnel distribution problem of the first 
order. 

Mr. Mrtzex. I appreciate that. 

Admiral Hottoway. Now the question of equities; we try very hard 
to maintain a high order of equity in our career personnel due for 
shore duty. I am not at all satisfied and it was only yesterday that I 
dictated a memorandum to the Assistant Chief of Naval Personnel to 
set up a study with me personally, under my personal monitoring to 
create a greater common denominator of specialized ratings which we 
could use ashore, so that we would attain greater equity in the assign- 
ment of regular shore duty. 

Now, as you know, this is a very broad problem, Mr. Miller. We 
will find in handling three- -quarters of a million men there are bound 
to be cans of worms we find down in the list. If you know of one of 
those, I would welcome you to tell me about and I will run them 
down personally. 

Mr. Miuier. I don’t question that. 

Admiral Ho.ttoway. I appreciate your thoughts. 

Mr. Mixer. I have had sdéme experience on the administrative side 
of government. I know these things. as I say I am satisfied that your 
policy—that is your policy and you understand it. 
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I was going to discuss one with you, but I will take it up with you 
personally afterward, because it might be identified and I don’t want 
to cause embarrassment. One where I think there might be some 
mistake. 

Mr. Bares. Mr. Chairman. 

Mr. Rivers (vice chairman, presiding). Mr. Bates? 

Mr. Bares. What is the maximum tour of duty now for enlisted men 
at sea, what is the maximum that anyone is serving? 

Admiral Hotnoway. Mr. Chairman, Mr. Bates, I don’t believe I 
have details at hand here; maybe Captain Martineau can help me a 
little bit after I develop the question somewhat. 

But remember that the Navy’s primary role is on the ocean, not 
ashore. We have many more billets in the fleet and in ships, and air- 
craft squadrons that are being deployed in the forward areas than we 
have in our supporting Shore Establishment. Every bit of pressure 
administratively that we have in getting the most out of our people 
is to reduce the Shore Establishment. 

Mr. Bares. I understand that. 

Admiral Hottoway. It will vary. I would say for a yoeman, take 
one end of the line, I would say for a yeoman the rotation of sea duty 
versus shore duty is relatively equal because there is a great deal of 
administrative opportunity to employ a yoeman economically and 
necessitously ashore. 

On the other hand we take certain people like operating radar tech- 
nicians and there is much less opportunity to use them ashore. Take 
a boilerman, a man running the boilers on a destroyer, it is very hard 
toemploy himashore. I have one case of that. 

In the boilerman case, it may be yours—— 

Mr. Bares. Yousaidit. [Laughter. ] 

Admiral Hottoway. It is the one that prompted me to set up the 
conference which I just mentioned to Mr. Miller. 

Mr. Bares. I was just sitting in my office back there in Salem and 
a mother came in and said, “My boy has been at sea for 12 years.” 

I said, “How many?” 

She said, “12 years; do you think there would be some chance of 
getting him ashore one of these days ?” 

I said, “That seems like a reasonable request.” 

So I wrote to the Bureau and I was informed that, well, in a year 
or longer they would probably get around to it. 

Now, for the life of me, I can’t understand this, whether there are 
billets ashore or not. There is plenty of master-at-arms jobs, or shore 
patrol or something else that can be assigned to these fellows. 

Now, if there is a question of shortages, I mean you have two prob- 
lems, billets ashore and shortages in the fleet for boilermen if they 
are going to get ashore every 14 years. 

Admiral Hottoway. You have a point. 

Mr. Bares. Sir? 

Admiral Hottoway. You have a point. And I am the first to ac- 
knowledge it. 

Mr. Bares. The young man never contacted me and the mother came 
up innocently and said, “Isn’t that rather a long time?” 

Admiral Hottoway. Mr. Bates, as you know, being at sea for 12 
years, doesn’t mean that he is right out in the deep every moment of 
that time. 
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My first cruise was 6 years and many of us have been at sea for long 
stretches, we come back to the shipyards, and we have leave and we 
are in our home ports. But it is very true that he has not had an 
opportunity to settle himself for 2 years in a shore assignment. 

Mr. Bares. Of course, the home port can be 3,000 miles from his 
hometown. 

Admiral Hottoway. That is possible. Of course, we can’t under- 
take to send all to their homes for shore duty—— 

Mr. Bares. Salem is the birthplace of the American Navy, I should 
think there would be a couple of spots up there. 

Mr. Rivers. Go ahead, Admiral. 

Admiral Hottoway. Mr. Chairman, I want to show you—— 

Mr. Rivers. That should be off the record. 

Admiral Hottoway. I welcome the questions, and Mr. Bates in 
particular with his boilerman is one that opened this whole thing up 
to very intensive study and, I hope, improvement. 

Mr. Bares. Study and action. 

Mr. Rivers. Don’t let 14 more years elapse before you take Mr. 
Bates’ request under advisement. 

Admiral Hottoway. Enlisted men and officer-—— 

Mr. Rivers. I would like to say to the committee if we could, I 
would appreciate it if we let the admiral complete his statement, if 
we could hold our questions back. We have a boss on this committee, 
I guess you have heard about that, Admiral. 

“Admiral Hottoway. Yes. 

Mr. Rivers. And he has been making some requests that we get 
going with these hearings, so if the committee could hold their ques- 
tions, I would appreci iate it, let the admiral go as far as he can. 

Admiral Hottoway. Enlisted men and officers were permitted to 
express their preference for west coast home ports and necessary 
exchanges were made in the crews of the ships affected, on a talent- 
for-talent basis, so that it was almost completely a volunteer exchange. 
At the same time, the Government incurred no greater expense than 
that which would have occurred under normal reimbursement proce- 
dures. 

But notwithstanding the measures which can be and have been 
taken within the limits of administrative authority to alleviate hard- 
ships incident to naval service, the fact remains that the requirements 
upon our personnel engender considerable personal sacrifice. 

Since the services must demand considerable personal sacrifices of 
a majority of their members, and since we must make these demands 
at a time when a like sacrifice is not required of the majority of our 
citizens, it is only natural that the attention of many young men in 
the services is directed toward less demanding fields of endeavor. 

This is particularly true in the case of capable officers and skilled 
technicians who find that their talents are marketable in the civilian 
economy and often will bring a greater monetary reward for less 
exacting duties. The old axiom that service is its own reward is gen- 
erally recognized and accepted by senior officers, who find in their 
demanding assignments the great satisfaction of a life devoted to 
service to their country. 

This is not always understood nor perhaps even widely accepted 
by all the officers and men whom we need to obtain for career service. 








504 


The maxim that service is its own reward needs some learning based 
on personal — Usually it requires that the young man have 
several years of service before he is able to adopt the philosophy which 
places service above material rewards. A comparison of the straight 
salary of junior executives in any major industry or business, with 
the total emoluments of the top military echelon is often made by the 
officer contemplating a service career. Some of our finest young 
officers have, in recent years, decided against military careers, often 
on the grounds that the material rewards for military service, particu- 
larly the remuneration paid to senior military officers, are inadequate. 

This may appear to be of a materialistic nature, but we are living 
in a generation of early marrying throughout the Nation with con- 
sequent early responsibility in the care for and cherishing of family 
ties. The fundamental values have not changed; they are sometimes 
difficult to view in long-range perspective when ability is translated 
into the salary it commands. 

A certain measure of austerity is inherent in any exacting and dedi- 
cated profession whether it be the ministry, medicine, education, pub- 
lic service or the profession of arms. It is the natural concomitant of 
the self-discipline that is required of its members. There is a limita- 
tion, however, on the degree of austerity which is acceptable to the 
young man of outstanding ability in our modern, materialistic world. 

I believe that the turnover now being experienced by the armed 
services is a clear indication that this limitation has been exceeded. I 
therefore feel strongly that the time has come for the country to rec- 
ognize the demands placed upon its military personnel by an improve- 
ment in the standard of living available to the men and women who 
devote themselves to a career in their country’s service. 

In short, I believe that the laborer is worthy of his hire. 

The bill which is before you for consideration is designed to accom- 
plish this purpose. Its rewards are directed toward those who make a 
career of the service, and its greatest premiums result from successful 
progress throughout that career. 

Since this bill has for its objective the building up of the career 
nucleus of trained personnel, we do not propose any increase for the 
individual who has not reached a level of training or experience where 
his potential usefulness to the service outweighs the training invest- 
ment. 

After careful consideration, this dividing line was drawn at 2 years 
of service for the enlisted man and 3 years for the officer, essentially 
corresponding to the required periods of obligated service. 

The basic pay scale increases the differentials between pay grades 
in order to provide incentive for men of superior ability to advance to 
higher grades. 

Percentagewise, the highest increases in pay are proposed for the 
middle enlisted grades, the warrant officer, W-1, and junior officer 
grades. These grades comprise the vital young and new supply needed 
annually to replenish our diminishing career nucleus. These increases 
occur at a time in their career when the enlisted man and junior offi- 
cer are faced with the decision of continuing in or leaving the service. 

Incentive increases occur in the career advancement path so that 
the individual who is making desired career progress derives the bene- 
fit of the increased differential between grades and the incentive in- 
creases within grade. 
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Enlisted technicians, for example, have excellent promotional op- 
portunities because they are in short supply in all the services. In- 
centive increases in pay when combined with rapid promotion will 
mean a significant increase over present pay levels for a technician 
who reenlists after 4 years of service. 

Finally, the long-range incentives particularly important in retain- 
ing officers have been enhanced by extending to senior officers increases 
in pay which are commensurate with those proposed for the other 
grades. 

It appears to me to be equitable and consistent to provide these in- 
creases in line with the emphasis which the bill places on leadership 
and competence. 

I hope that you will agree that adequate compensation is an impor 
tant adjunct to career service. The degree of relief from our pressing 
personnel problems which we can antic “ipate if this bill is enacted into 
law cannot be estimated accurately; but the effect of previous up- 
wal adjustments in service pay scales has been direct and beneficial. 

There is every reason to be optimistic in regard to the reduction in 
personnel turnover which we expect to realize if this proposal is 
accepted in its present form. I respectfully commend this bill to 
you as eminently sound and equitable. I believe the increases pro- 
posed are modest, fully justified, and properly phased to accomplish 
the basic purpose of preserving our career nucleus of experienced 
personnel. 

Mr. Rivers. Admiral, if you had made your statement yesterday 
I would revise that and put it in the record as my speech on the pay 
bill yesterday. 

Admiral Hottoway. Thank you, sir. 

Mr. Rivers. We went on record yesterday, when you said I hope that 


you will agree that adequate compensation is an important adjunct 


to career service. We have already gone on record on that to the 
tune of 283 to 118. 

Admiral Hotioway. I respectfully concur with the action of the 
Congress. 

Mr. Rivers. Off the record. 

(Discussion off the record.) 

Mr. Rivers. Any questions by any members of the committee ? 

Mr. BLanprorp. I have some questions. 

Mr. Rivers. Mr. Blandford. 

Mr. BLanprorp. Yesterday we got into this question of officers leav- 
ing the service, Admiral, and it is going to be difficult on the floor to 
explain why it is necessary to make competent capable Reserve officers 
leave the service when we are trying to justify a career incentive act 
to keep officers in the service. 

Now it seems at first to be an inconsistency. What are your views 
on that matter? 

Admiral Hottoway. Mr. Chairman, I welcome the opportunity to 
discuss the question set forth by our distinguished counsel, and also 
that gives me a chance to clear up a little bit some of what I heard 
yer 

I don’t think it was ¢ mee that when we are talking about integration 
of people into Regular Navy, we are talking about Reserves on active 
duty, per se. 
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Now, actually the question often comes up why, when here is a lieu- 
tenant commander of the Naval Reserve, on active duty, who is very 
anxious to come across into the Regular Navy, and here we won’t let 
him. 

And, on the other hand, here are junior officers that won’t come into 
the Regular Navy. Now, the first point I would like to make is this: 
It is essential that we annually replenish our career cadre with junior 
officers. Just think what would happen if when I am subjected to a 
reduced officer strength, as I am this year by the budget, and which 
I can live with and I support the plan, but what would happen if I 
took all that reduction in the input at the bottom ? 

It would mean 3 years hence that I couldn’t replace my gunnery of- 
ficers in destroyers from those young gentlemen leaving after 3 years 
of obligated service, I couldn’t replace ex-Nav-Cads who are going 
out after their obligated service. That is oversimplification, but it 
is obvious that we must keep the input coming in at the bottom, for 
both our temporary officers and career, and we can’t take all the re- 
duction in force in that area. 

Now, next: Why can’t we accept a lieutenant commander or com- 
mander from the Reserve and integrate him at that rank into the 
Regular Navy ¢ 

Or augment him, I think the term is, in the nomenclature which we 
use. 

If we brought across into the regular Navy a lieutenant commander, 
Reserve, there are several things I have to point out on this. 

First, we would increase, under many circumstances, the hump that 
now exists, we would impose a greater attrition upon that group in 
the hump when they come up to the period when they have either got 
to be promoted or retired, 5 years hence, let us say. 

That is in accordance with the Officer Personnel Act of 1947, which 
in its wisdom the Congress passed with our earnest support and which 
we believe is a wonderful law. 

I cannot with a clear conscience bring people in, recommend that 
they be brought in at advanced rank, increase the hump, and know 
that the more I increase it as they come up, the greater will be the legal 
statutory attrition imposed by there not being room for them to go 
forward at a certain point. 

Mr. Rivers. May I interpose there? 

Mr. Buanprorp. Yes. 

Mr. Rivers. Then would it be the same conversely. Is it fair, by 
the same token, to take these Reserves which you have got to use as a 
result of your shortage imposed on you by higher planning, with 
which you have got to live and you say you can live, is it fair then for 
us, When I say “us,” I mean all of us, to utilize that Reserve officer 
during the productive years of his service and summarily cut him off 
when he is short of the 20 years and really can’t get employment ? 

Admiral Hottoway. Mr. Chairman, I concur with you, I think 
in many cases it isa tragic situation. 

Mr. Rivers. It isa problem. 

Admiral Hottoway. It is a genuine problem. Remember in the 
Navy we set a criteria that if a Reserve officer is within 2 years of 
getting his 20-year equity in retirement, which would be immediately 
available to him monetarily speaking, that we said regardless of what 
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our boards found, in arranging him in priority for retention, that he 
stays on to get his 20 years. 

Mr. Rivers. That isa good thing. 

Admiral Hottoway. We did that. 

Now one other thing which is the very basic law of the land, and 
I speak with deference before the makers of that law. It says the 
Reserve is to be used when we need it to augment the Regular forces. 

We needed it in Korea. After Korea we started coming down. 
We had to let some of them go. We have done everything possible 
by administrative measures for these Reserves, first with that 2-year 
grace period; second, the institution of a very dynamic program for 
which credit is due Mr. Smith, our Assistant Secretary of the Navy 
for Air, of helping them seek employment on the outside, and remem- 
ber, this release over the last fiscal year was not arbitrary, but as a 
result of board action, convened by the Secretary, and arranging 
these gentlemen in order of priority for retention. 

Now, go back to the question of the hump once more. Why do we 
have a hump? 

We have a hump because in World War II we entered with a com- 
paratively small group of Regular officers. We came out of World 
War IT at the end of 3 or 4 years with a very fine group of people with 
> or + years experience, just right to be brought over into the Regular 
Navy in the grade of lieutenant and junior. 

Some limited few, long service in the Reserve in higher grades 
were brought in, but not many. 

The Nav y had a need for a peacetime size more than double what it 
was before World War I, and I am speaking without benefit of sta- 
tistics, Mr. Blanford and Mr. Chairman, on that. 

But to almost double the size, we brought across to actually meet 
the needs of the Regular service a number of officers of approximately 
the same age and rank into the Navy in the year 1943 to 1945, say. 
So that means in this group we have got this hump, and that is the 
area that is now pushing up into the grade of lieutenant commander 
and commander. We are reluctant to further jeopardize those gentle- 
men by bringing across at a horizontal the senior Reserves. 

Second, as to his qualifications. The senior Reserve let us assume 
that he has been specialized during the war, or he hasn’t lived with us 
all these years and had that seasoning and experience that would equip 
him to be in fair competition with a marshal’s baton in his knapsack 
as he goes up the line—another reason the Congress and the Navy has 
felt that augmentation process should be limited to lieutenant and 
junior. 

There are exceedingly sound administrative reasons. 

Now, one of the things I asked for in the change of Presidential 
regulations was to let me, at my discretion, and I act for the Secretary 
of the Navy under the law esti ablished by the Congress, to let me give 
waivers of age and waivers of rank and let people if they anang to, 
accept a date of rank which means a reduction in rank, let us s: into 
a date group which is not up in the hump. 

Mr. Bianprorp. May I ask you, do you consider the limitation on 
the grade of lieutenant as a limitation on permanent grade or tempo- 
rary grade? 

Admiral Hotioway. Let me reorient now. 
Mr. Rivers. Say that again, please? 
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Mr. Bianprorp. When you look at your present integration author- 
ity, which says that you may not integrate anybody above the grade 
of lieutenant, do you construe that to mean the permanent grade of 
lieutenant or the temporary grade of lieutenant ? 

Admiral Hottoway. I believe—and I am going to ask Captain 
Martineau to check me on this—I think all officers are temporary 
initially. 

Captain Martineau. That is right. 

Admiral Hottoway. Will eventually confirm themselves as perma- 
nent. 

Mr. Bianprorp. Because of the peculiarities of your own promotion 
system which provide when you are selected for temporary promotion 
under the OPA, it is equivalent to a permanent promotion for selec- 
tion purposes. You have construed that the limitation with regard 
to lieutenant applies to a temporary lieutenant. 

Admiral Hotitoway. That is right. 

Captain Marrineav. Yes. 

Mr. Rivers. Let me ask the admiral something. 

You made the statement, I want to see if I understood you, Admiral, 
that you had recommended that you be given discretionary power, 
that is, the Secretary of the Navy. 

Admiral Hotioway. Yes, sir. 

Mr. Rivers. To retain certain people who are at an advanced age 
in a certain rank. 

Admiral Hotioway. Yes, sir. 

Mr. Rivers. For an extended period of time, maybe reduce the 
rank. 

Admiral Hottoway. From Reserve, Mr. Chairman, into the Regu- 
lar Navy. 

Mr. Rivers. That is right. 

Mr. Gavin. Downgraded ? 

Admiral Hottoway. Yes. Into an area clear of the hump area. 

Mr. Rivers. Do you think that the Congress would do well to con- 
sider giving you that authority by statute ? 

Admiral Hottoway. That is a hard question for me to answer. 

We find this, I will answer the question in this way: That one of the 
greatest assets in my opinion that the Navy has in its promotion law is 
the fact so much of it is statutory, and not left to administration that 
might change from day to day and so forth and so on. 

And the Congress has given us the necessary leeway in those things 
and we like the statutory provisions of our promotion system. 

Mr. Rivers. That is what I am getting at. I would rather live by 
statute than by Executive order. 

Admiral Hottoway. I would be very glad to have Captain Mar- 
tineau offer his opinion on that, for the benefit of the committee. 

Mr. Rivers. I have in mind, Captain Martineau, as Mr. Vinson says, 
here is what is running through my mind. It would assist, in your 
overall morale of your Reserves to start with, a lot of them would take 
that reduction to be retained for a lot of reasons, a lot of reasons. 

Mr. Buanprorp. I might add, subcommittee No. 1 has had, I believe. 
referred to it, or will have, the permanent integration authority for 
all of the services. And there would be no difficulty in putting a 
provision in any of the integration laws that there would be authority 
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to integrate, not to exceed in the grade of captain in the Army, captain 
in the Air Force, lieutenant in the Navy and captain in the Marine 
Corps, provided that officers serving in higher grades could be inte- 
grated regardless of age or length “of service, but not in grades to 
exceed that of captain, ~ which would be all the authority that would 
be necessary to do that. 

Admiral Hottoway. I think something of that kind would be good, 
sir. 

I don’t think we should try to write the details of that law here at 
this moments, but the thinking is sound. 

Mr. Rivers. I notice in your prepared statement you said the highest 
percentage of increases would be the middle enlisted, the W-1, and the 
junior officer ; is that right ? 

Admiral Hottoway. Percentagewise. 

Mr. Rivers. Percentagewise. 

Admiral Hottoway. That is my statement. 

Mr. Rivers. What percentage would they get ? 

Admiral Hottoway. May I ask my supporting friends here to help 
with that, sir? 

Admiral GrenreLt. They vary anywhere from around 18 percent 
on down for the enlisted personnel. 

For the officers as high as 25 percent at those spots where we want 
to encourage the individual to remain in the service, Mr. Rivers. There 
are varying percentages all the way through. I might add that when 
we get to the section-by-section analysis we have a very accurate sche- 
matic diagram which Captain Martineau will show to the gentlemen 
as to how we have arrived at all these incentive increases and the 
exact spots they will be. 

Mr. Rivers. We look forward to the time we get to Captain Mar- 
tineau, he isa great help to us. 

Admiral Hottoway. May I ask counsel does he consider that I 
have cleared up the hump question which we discussed yesterday 

Mr. BLanprorp. Yes. 

Mr. Rivers. Mr. Blandford has a question. 

Mr. Buanprorp. I will yield to Mr. Bates. 

Mr. Bares. Admiral, this problem we are facing today is not really 
different than the problem we face after all wars. It has been some- 
what intensified because of the length of World War II, but we had 
humps after World War I, certain administrative action was taken. 
I refer to the enlisted men with fleet reserves, 4-FDS, etc., where they 
went out on short 16’s, which somewhat took care of that partic ‘ular 
problem. I wonder if any thought has been given to that particular 
phase, whereby instead of continuing them on active duty once they 
reach the 18 years to go over to the 20, when in fact what you really 
want to do is let them go, although you want to give them as much 
equity as you possibly can, why wouldn’t a plan whereby after a cer- 
tain number of years, they could qualify for retirement ? 

Admiral Hotioway. I welcome opportunity to discuss that. That 
is an exceedingly pertinent observation. As you know in our Officer 
Personnel Act there is a 20- year retirement feature for the Regular 
officer. 

I would be other than candid if I didn’t say that I have exere vised 


discretion as far as the Navy is concerned and as far as my advice to 
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the Secretary is concerned in letting anybody retire at that time when 
we were in shooting situation. 

I think the time is probably coming when we can move further in 
that direction. I don’t think even if we open it wide, with even 
hardship criteria, we would have terrific losses at the 20-year period. 
But we can obtain some relief along that line and we intend to. 

I would like to hark back to one other point, sir, that Mr. Burgess 
mentioned yesterday. I can’t quote him in detail, but it certainly rang 
a sympathetic note with me, and that is an additional safeguard in 
a monetary and a settling sense to Reserves who must leave the service 
to meet reductions in personnel ? 

Mr. Bares. I recall him making that statement. 

Admiral Hottoway., You remember that, sir, and that struck a very 
sympathetic note with me. 

Mr. Bares. On the other hand, if you retire somebody they are al- 
ways readily available for service. 

Admiral Hottoway. That is true. 

Mr. Bares. There is a question of balance there as to what you owe 
a man after he has put 16 years in the service, the best part of his 
life. 

Admiral Hottoway. That is right. 

Mr. Bares. I do wish somebody would give a little thought to the 
possibility of enacting a law along the lines of the short 16 that we had 
after World War I. 

Admiral Hotnoway. Yes, sir. 

Mr. Buianprorp. I think Mr. Bates is being prophetic, because I 
don’t see any other solution to the Navy’s attrition problem in the 
future than to do exactly that. It is coming just as sure as God made 
green apples. 

Mr. Barres. We have a bad situation and I know a lot of extremely 
sapable young officers who just have nowhere to go. We are losing 
them. If we could put into legislation some sort of a plan whereby 
we could get some out who aren’t quite as capable, perhaps we are 
getting this thing on the right track. 

Admiral Hottoway. I assure you we are thinking about it. 

Mr. Rivers. That is the theory of the selection boards whenever 
you serve your time and come up for selection. 

Admiral Hottoway. That is right. 

Mr. Rivers. That is the theory, evaluate his fitness. 

Mr. Bianprorp. Of course, that is going to lead, if I may say for 
the record, to the same sort of a situation we faced with regard to 
paragraph 4 of section 15 of the Pay Readjustment Act of 1942, where 
a man with as little at 12 years of service gets 75 percent retired pay 
if he served for 1 day in World War I. 

An our retirement costs today are $403 million a year and when we 
start considering legislation of that nature there is going to be a very 
serious question as to whether we are going to then say that anybody 
who served for 1 day in World War II can retire with 15 years of serv- 
ice and draw 75 percent retired pay or something of that nature, com- 
parable to the provision that is applicable today for World War I 
service. 

Mr. Bares. This is really a one-shot affair, it wouldn’t affect new 
ones coming in, it is to correct the problem which is present. 
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Mr. Buianprorp. It wouldn’t affect anybody coming in now, unless 
they had service in World War II, then the next step would be service 
in Korea. The next step would be service in Formosa, it is an ever- 
increasing problem. 

Mr. Rivers. Let me ask you a question. 

Mr. Bares. I was going to say that it seems to me it would tend to 
correct the problem you have concerning the hump and also give reason 
to the young fellow for staying in. 

Admiral Hottoway. May | make an observation ¢ 

If the committee remembers, I believe it was last year, I am sure 
counsel can document this, the Chief of Naval Personnel, myself, made 
representations to you of our overall plan, in connection with the 
Arends amendment to the officer personnel Act, and pointed out we 
can live with the present situation without catastrophic attrition 
until about 1960. We are watching it very closely, and at the appro- 
priate time we will have studies and come forward to the committee 
and to the Congress. 

Mr. Bares. In the meantime, it is very difficult for young officers to 
do any planning, when he sees that big hump. 

Admiral Hottoway. We have all had humps before us. I had a 
hump before me in 1918, and one thing that I always tell young people, 
we have got to have faith in our service and in the capacity of the Con- 
gress and the Navy Department working together to look after our 
people. Faith is one of the most important things that we have to in- 
spire in our young people today. 

Mr. Miniter. Admiral, we know, and I remember that testimony 
about having to meet this situation for—then—5 years, and some 4 
years now; the quicker we meet it the better off we are going to be, 
aren't we! That is, we don’t have to meet it, but the quicker we get 
the plans and the procedures for meeting it, the better off we are going 
to be. 

Mr. Rivers. Right there, if I may interject, we have never really 
given that 1946 act time to work, because just as soon as we got the 
thing to going we got in Korea. 

Mr. Buanprorp. But when it does, Mr. Chairman, that is when the 
Congress is going to start screaming, because you are going to have an 
attrition factor that is going to be fantastic. Then the taxpayers are 
going to say this is ridiculous to attrite 40 percent of these people. 

We faced that problem in the Officer Grade Limitation Act. The 
Navy have honestly stated that they can get along with these limita- 
tions that are in the law now, that Congress insisted be imposed, with 
regard to the grade of lieutenant commander and commander, and had 
we tried to go on the floor of the House with the number of billets for 
the grade of lieutenant commander and commander that will be 
necessary to prevent this very heavy attrition rate from taking effect 
in 1960 and 1961, the Congress would have said we were absolutely 
crazy, that there would have been more lieutenant commanders and 
commanders than you have able-bodied seamen, and they wouldn’t 
have allowed it. 

The Navy recognized that, but they have honestly said “We are 
going to be back; you have your choice, either accept this attrition or 
give us more billets.” It is a simple proposition. 

The third possibility is to make retirement easier for people who 
have completed 16 or 18 years of service. 
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Admiral Hottoway. May I interject one hopeful note on this, and I 
quote—not verbatim, because I can’t remember it exactly—our dis- 
tinguished chairman, Mr. Vinson, who said that the optimum period 
in which to plan in personnel because of the uncertainty of world 
affairs, is 5 years. I think most of us remember that. And that has 
really been the increment. We are looking ahead 5 years. I don’t 
think it is too wise, Mr. Miller, if I may respectfully say so, to look 
ahead much more than 5 because of the uncertainty of life, and every- 
thing else. 

Mr. Mixer. That is true, and I agree fully with what the chairman 
said, and what you just said. But we are almost within that 5-year 
cycle now. 

Admiral Hottoway. That is true, sir. 

Mr. Miter. I hate to think what is going to happen if we sit back 3 
more years waiting for the 5, and then have 2 to work it out, because 
then we are all going to catch it, and a lot of things can happen. 

As Mr. Blandford just told you, that does not reflect well, and are 
not the fault of the service when you get into such hassles as we got 
into on the Davis amendment. 

Mr. Buanprorp. I don’t think you could honestly sell the Congress 
today what is going to happen in 1960 because I don’t think they 
would believe you. I think actually what the services are saying, and 
[ think they are right, that they are going to have to come up here in 
1960 and say “You either do this this year or else we have to attrite 40 
percent of these people.” 

Then you have a situation that requires action then. But I hon- 
estly think that if you tried to tell the Congress now what they are 
going to have to have 5 years from now, that it would be so fantastic 
that they wouldn’t accept it. 

Admiral Hotitoway. We need those people, too. 

Mr. Miuier. We ought to start the program now with a little edu- 
cational process over the next 2 years; it is going to make it much 
easier when we get to the 5-year period. 

Admiral Hottoway. From the point of view of making the studies, 
I want to assure the chairman and this committee that the planners 
representing—in particular the planning group, Captain Martin is 
not here but Captain Martineau is—we are working continually with 
your staff, Mr. Blandford, on this thing. We are exceedingly vigilant 
in monitoring and watching this situation, relying heavily upon coun- 
sel’s judgment, and upon the members’ judgment to bring these things 
into focus, and to the fore, when the time appears proper for it, sir. 

Mr. Rivers. As Mr. Vinson says, if we can keep a balanced force, 
and keep this floor that they have promised us of 2,750,000 

Mr. Buanprorp. 2,850,000. 

Mr. Rivers. 2,850,000 as a minimum, we may be able to do some 
planning. 

Admiral Hotnoway. That is right, sir. 

Mr. Rivers. Mr. Gavin. 

Mr. Gavin. I realize this hump that vou speak about, Admiral, is 
a very difficult problem because naturally the young officers are am- 
bitious to be upgraded. How many would you say are in that cate- 
gory of lieutenant commander and commander and captain that would 
be considered for separation from the service to reduce this situation ? 
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Admiral Hottoway. The total number in what we refer to as the 
hump, and that is a relative term, Mr. Gavin, as you know, sir, I think 
Captain Martineau can give you very good approximation of the size 
of that. 

It is represented largerly by the group we brought into the regular 
Navy right after World War II. 

Captain Martineau. It is about 45 percent of the number of officers. 

Mr. Gavin. In numbers, how many would that be, approximately ? 

Captain Martineau. About 8,500. 

Mr. Gavin. 8,500? 

Captain Martrngav. Yes, sir. 

Mr. Gavin. The thought that I am trying to bring before the ad- 
miral and the committee is the fact that these men have been in the 
service for many years, 10, 12, or 15 years, and they are anxious to 
continue in the service, and they have turned in a very creditable per- 
formance, both maybe in time of peace and in time of war, and they 
have gotten to a point in life, too, where it is going to be very difficult 
for them to find an assignment in civilian life, and the point that 
I am trying to make is that the Department of the Navy should be 
given some consideration to the compensating of those men for a 
certain period, that interim period where they leave the service and 
then find a place in civilian life. They are going to have a difficult 
time if you chop them off immediately, and they may not have been 
able to build up a reserve to protect them from the time they leave 
the service until they find a job, and for the period of service, and 
their age, they should be given some consideration or compensated 
to such an extent that it will give them an opportunity to work along 
until they are able to find a place. 

Admiral, has the Navy been thinking along those lines? 

Admiral Hottoway. Very much so, sir. As you know, the Regular 
officer is protected by his retired pay. The Reserve officer, as I pointed 
out with an accumulation of 18 years active duty, which may be 
acquired in quite a few ways, by drill, even, and things of that sort, 
we hold on. If he has 18 years we hold him on, regardless of his 
standing on a priority for retention list until he gets his 20. 

And I just remarked about my sympathetic feeling when I heard 
Mr. Burgess on the subject relative to the Reserve officer that we should 
at the Secretary of Defense level engender a plan to be a settling, a 
transition allowance for Reserves going to inactive duty. 

Mr. Gavin. That is right. I am talking about the man who may 
reach 50 or 53, or 54 years of age, and he has had maybe 10 or 12 years 
of service, he would like to be retained, but he cannot be retained, and 
he hasn’t reached the point of retirement that you have considered 
to hold him on to that additional time, but he has got a problem 
there. When he steps out and he is 53, to find his position in civilian 
life, he may have some difficulties in the interim. 

I think some thought should be given to compensating him for a 
certain period until he can readjust himself to civilian life. 

Admiral Hottoway. I concur with that very much, sir. 

I might add, and I think we can develop this for the record, that 
it will be applicable to all services, that when we recapitulate the 
accrued leave, the mileage, and all of those things that the average 
Reserve officer who we, unfortunately, have to let go home due to a 
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reduction in force, he has a rather substantial stipend. I think that 
can be shown for the record, and with the chairman’s permission we 
will prepare that to introduce into the record. 

I also go back to the commitment made by Mr. Burgess yesterday 
that that would appear very close to his thinking to make some provi- 
sion of that sort. 

(The following information was furnished for the record :) 

The following actual Reserve officer cases illustrate the amounts of the 
stipend paid to Reserve officers who were separated involuntarily due to the 
Navy’s reduction-in-force program of fiscal year 1954. All of the officer cases 
listed involved officers who had one or more dependents. The years of service 
were as listed. 


Lieutenant (junior grade) (over 2 years) : 

eae RE CRO RN. oi enetanemenmemecemney $513. 39 
Beene 0 New Orienes (1.150 met) 2 66. 96 
Deeiecormernnt. ORG "Cie ee 2 300. 00 
Bitlesse for wife (1 ‘Gapendent) —...~. 2 . 96 


Lieutenant (over 12 years) : 


60 days’ lump-sum leave payment___-.._-----------_----_------ $1, 101. 24 
See Bi wy TO ag ep in cis tte gee 66. 96 
IIE UT OEE NS i ecto otemcnay cheer won picimepetines 300. 00 
Mileage, wife and 1 child (over 5 but under 12 years old) ---_-___ 44 


Lieutenant commander (over 12 years) : 


ne IN NIE AIRING ein tn i th tne $1, 224. 36 
Milenes to Denver (1,0 mites) ce 108. 06 
Milesee. wife end 1 child (over 12) 22sec ei 260. 12 


Mileage to San Francisco (3,030 miles) _-.__-_-_-------------_--- 
Mileage, wife, 1 child over 12, 2 children under 12 but over 5 
I I IR MO ade ccc nn eich elRipnd anemone tind mnpahiaile dom 545. 40 


si | eh Ses Sele S Nt Ee eae ae ese er ee eee ete rhce gy man teres 2, 133. 96 


Mr. Bianprorp. Do you know, Admiral, that after 40 years in the 
armed services, perhaps 15 to 20 of which may have been. active duty 
as a Reserve officer, that a Reserve officer who retires, I have in mind 
a case of a man who came on duty in 1917—Mr. Arends is familiar 
with this—who took a Reserve Commission in 1940 and finally retired 
as a colonel in the Reserve, he is not allowed to select his home of record 
for transportation of household effects. He has to go—they will only 
ship his household effects to where he entered the service from. 

That man had almost 40 years of service, but because he is a Reserve 
officer he is not allowed to select his home of record. 

That is just another example of the ridiculous situations we get into 
with these long-term Reserve officers. Of course, that is a decision of 
the C omptroller General, something you have no control over. 

Mr. Rivers. We want to go as fast as we can. Mr. Vinson w ants us 
to get all the testimony in ‘today. We want to take up General Lee, 
General Young, General Nelson, Admiral Kenner, and then start read- 
ing the bill toworrow, if we can. 
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Mr. Buianprorp. I doubt whether you are going to be able to com- 
plete this presentation until next week. 

Mr. Rivers. Mr. Bennett ? 

Mr. Bennett. I was going to make a suggestion that in this effort 
to find employment for people who are let out, you might give thought 
to the possibility of legislative or other correction to give some priority 
to those who have been in the Defense Establishment as a military 
career, and who might be utilized in the civilian aspect of the Military 
Establishment. 

I know when Mr. Louis Johnson made his reductions I asked him if 
he wouldn’t do that, and he said that he would, and he said that he 
did. I don’t know whether that is being pursued at the present time 
or not. 

I would think it might require some legislation. 

Admiral Hotioway. I agree with you, Mr. Bennett. I believe at 
the present time that the civil service has vouchsafed certain addi- 
tional bumping privileges to the veteran. 

Mr. Bennett. This is not only veterans I am referring to, but spe- 
cial priority for those who have been serving immediately during this 
displacement period. I think it ought to be considered. 

Admiral Hottoway. I agree with you fully. 

Mr. Rivers. Any other questions by any members of the committee ? 

Mr. Buanprorp. May I ask one question of the admiral! ? 

There has been very little said so far about retired personnel. What 
is your feeling with regard to increasing the pay of retired personnel ? 

Admiral Hottoway. Well, Counsel—Mr. Chairman, may I answer 
Counsel’s question ? 

Mr. Rivers. Certainly. 

Admiral Hotioway. I think that that is one of the most profound 
career incentive features—the fact that it affects retired personnel be- 
cause all of us are going to be retired sooner or later. And the average 
career officer does not acquire an estate of any consequence whatsoever. 
Ilis entire estate is represented by his retired pay. 

Mr. Bianprorp. Let me ask you this question 

Admiral Hottoway. The survivor benefit thing is the first time we 
have gotten any business from that equity in retirement for our sur- 
Vivors in case we die on the retired list, and could leave our wives, 
who are getting old, practically destitute. 

Mr. Rivers. Let me ask you something at that very point: Were you 
to get killed today on active duty in the Pacific or somewhere would 
your wife get the same pay that a Reserve officer’s wife gets, if he were 
killed ? 

Admiral Hottoway. My advisers tell me, “No, sir.” 

Mr. BLanprorp. Not even as much as a Reserve ensign’s wife. 

Mr. Rivers. We got to worry about it, because I am constantly 
asked, and I want to know how to answer these questions, and if 
there is something to be done, because I have known a lot of regulars 
who have died and their wives haven’t gotten anything, maybe $75 
or $80 a month. ‘ 

Mr. Buanprorp. One question to complete this question with regard 
to retirement. I am not going to ask you whether you think it should 
be applicable to those who did not qualify under the Career Compen- 
sation Act, because I think that should be developed later in the sec- 
tion analysis of the bill. 
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3ut let me ask you this question: Can you think of anything that 
would more seriously affect the morale of the active-duty forces than 
not to increase the retired pay of people now on the retired lists? 

Admiral Horttoway. I think that would be tragic, Mr. Blandford. 
I think that would really strike at the heart of the service as a career, 
not to provide a share of their equity of active duty pay proportion- 
ately raised on the retired list. I really agree with that fully. 

That is the only estate we create. 

Mr. Bennerr. A retired Navy captain in my district has written me 
and indicates to me that this pay raise legislation which we now have 
will not in any way affect his retired pay as a captain, and he feels 
that is discriminatory against him, and that this bill should take care 
of retired personnel the same way as it does people who are currently 
employed. 

Mr. Rivers. Captain Martineau, what do you have to say on that? 

Captain Marrimesv. Under the bill that is now before the sub- 
committee, Mr. Bennett, if that officer, that retired captain, is drawing 
his retired pay under the present Career Compensation Act, he would 
get an increase in his retired pay if this bill were enacted. 

Mr. Bennerv. I presume he would not, because he is a lawyer. 

Captain Marrrnegav. If he is being paid under other laws, of which 
there are a considerable number, then under this bill as now written he 
would not. 

Mr. Rivers. What is the date of that? 

Mr. Bianprorp. October 1, 1949. 

Captain Martineau. Present pay legislation 

Mr. Bianprorp. The point is that in 1949—I guess we just might as 
well get into this right now, since it is going to be a hot issue from 
here on out. 

In 1949’ we did not pass a pay increase act as such, we passed a career 
compensation act; we completely revised pay scales; we placed pay 
on the basis of responsibility, we completely changed the method of 
disability retirement. It had the blessings of the Hook Commission 
and the Congress. 

Now, it is a mistake for anybody to refer to that as a pay increase 
act. It was incidental if people got a pay increase. As a matter of 
fact, without a savings provision some people would have gotten a 
pay cut. 

Now, the Congress in its wisdom decided to place pay on the basis 
of responsibility from October 1, 1949, and thereafter. There were 
people retired for disability with 1 year of service, or 10 years of ser- 
vice, With as a little as two missing fingers, who were drawing 75 per- 
cent retired pay. And the Congress and the Hook Commission, the 
Elston subcommittee, if you will recall those organizations, and those 
committees, said that was absolutely wrong, that a man should be paid 
upon the basis of his length of service, or his degree of disability. 
We adopted the Veterans’ Administration standards for evaluating 
these cases. Perhaps if there was an error made, it was made there, 
since it is a little difficult to apply to the different services. But that 
has been done. They took all the people retired prior to October 1, 
1949, they evaluated them on the basis of their degree of disability at 
the time they retired. A lot of people came up with ratings of 40, 
50, 60 percent. Some of them had less than 20 years of service, some 
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25. They sat down and were given a piece of paper, and on it they 
said A, B, and C, here is what you are now receiving, here is what you 
get on ‘the basis of the degree of disability that has been awarded to 
you. 

In many cases those people found that they were better off to draw 75 
percent retirement under the pay scales in existence on September 
30, 1949. So those people did not qualify. They have been com- 
plaining ever since. But, nevertheless, the Congress decided to do 
that because those people were receiving more money, retired pay, 
than a lot of people felt they should have received for the disability 
that they suffered in service,and they put it on a comparable industry 
basis. 

Now, that perhaps can be criticized, but the Congress did take that 
action. 

Now, people who qualified because they did have a sufficient degree 
of disability, or did have a suflicient length of service, came under the 
Career ¢ ‘ompensation Act, received the pay increases provided there, 

Now, this bill permits a new election, to me I think it is opening a 
Pandora’s box, but, nevertheless, it permits a new election so people 
can go back and have their cases reevaluated. 

In 1952 this committee and the House passed a pay increase bill to 
give everybody a 10 percent increase. That was a pure pay increase 
act. The House gave everybody a 10 percent increase. We had to 
reduce it to 4 percent at the insistence of the Senate bec: ause they 
wanted to increase allowances. But asa result of the 1952 Act every- 
body on the retired list, regardless of whether they were being paid 
under the Career Compensation Act or not, received a 4 percent in- 
crease. 

And the question that the subcommittee must decide before it re- 
ports the bill is whether they want to adopt a similar policy for those 
people retired and drawing pay under laws other than the Career 
Compensation Act in the bill that is now before us, because the bill, 
as written, as Mr. Bennett has pointed out, and Captain Martineau 
has indicated, does not provide an increase for anybody being paid 
under the Pay Readjustment Act of 1942, as amended, unless they go 
through this complicated process of being reevaluated, and have 
another chance for election under the Career Compensation Act. 

Mr. Rivers. How hard would it be to provide for all of the people 
now in retirement ? 

Mr. Bianprorp. To get a percentage increase? It would be very 
simple. 

Mr. Rivers. Why don’t you prepare an amendment ? 

Mr. Bianprorp. I have some ideas on that. 

Mr. Rivers. That is good. I am glad to hear that. I am glad our 
counsel, who is a distinguished reserve officer, who got decorated—— 

Mr. Bianprorp. No, sir; I did not. I served in the Marine Corps. 

Mr. Rivers. Is thinking along those lines, because all of us have 
been queried on it, and I thank Mr. Bennett for calling that to our 
attention. 

Mr. Wuson. I might point out that one of the complaints we get 
from retired personnel is that since it was originally intended in the 
1952 Act that there be a 10 percent increase the retired people, par- 
ticularly, suffered inasmuch as their pay is based on base pay, whereas 








518 


those on active duty got the 4 percent plus 14 percent increase in al- 
lowances. 

Mr. Rivers. If you think you are going to satisfy all of them 

Mr. Witson. It was not quite equitable. 

Mr. Bianprorp. The very minimum they are entitled to is 6 per- 
cent, if this committee is consistent with what it did in 1952. 

Mr. Rivers. Of course, we gave across-the-board 10 percent, and 
we had to work it out in conference with the other body. And that 
conference came up 4 and 14. 

Mr. Buanprorp. Yes, and if you recall the great discussion—this 
is off the record. 

(There was a discussion off the record.) 

Mr. Gave. Is the :idmiral through / 

Mr. Rivers. I think so. 

Mr. Gavin. I just want to say, Mr. Chairman, that I consider it a 
privilege that we had such a distinguished officer as Admiral Hollo- 
way with us to present the case of the Navy. 

I note with interest that whenever the Navy has any knotty prob- 
lems that the Admiral usually appears, knowing our great friendship 
for him, and he is always able to pave the way for a very satisfactory 
conclusion. 

Mr. Bares. That will take care of his case. 

Admiral Hottoway. I appreciate that very much. 

Mr. Rivers. I think the chairman will take official cognizance of 
that, and say amen, because the Admiral has always been a very fine 
witness, and all of us have known him over the years, and to show you 
his intense interest he always comes up with one Capt. Dave Mar- 
tineau and others similarly situated. 

Mr. Witson. May I associate myself with these eulogies ? 

Mr. Rivers. You made a very fine statement, sir. We are going to 
have to be calling on you to help us solve these things. 

Admiral Hotioway. Yes, sir. 

Mr. Rivers. Any other questions of the Admiral? 

(There was no response. ) 

Mr. Rivers. That is all. 

Admiral Hotioway. May I be excused to go down to the reserve 
hearing? 

Mr. Rivers. Yes. 

General Lee, of the Air Force. 

We expect as much from you as we got from the Navy. 

General Ler. I have with me Lieutenant Colonel Kane and Lieu- 
tenant Colonel Wells. Colonel Wells is one of the members of the 
committee that will be before you throughout the session and into 
other parts of the discussion of this act. So I brought him along today 
to assist in this. 

Mr. Rivers. Have you given your name? 

General Ler. Yes. 

Mr. Rivers. The statement only has four pages; is that right? 

General Ler. That is right. 

I would like to say that we endeavored to keep General O’Donnell’s 
statement very brief, or he did, in view of the fact that we knew our 
Secretary, Mr. Talbott, and General White, when they appeared, 
would get into considerable detail of the trouble that the Air Force is 
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faced with. Therefore, our statement is brief, and I would like to 
read it, if I may. 

Mr. Rivers. Go ahead. And you can read it without interruption. 

General Ler. Thank you. 

Mr. Chairman and gentlemen, I appreciate this opportunity to dis- 
cuss with you the proposed career incentive bill. My purpose here to- 
days is to point out to you the impact which this legislation will have 
upon the successful solution of the most important of our personnel 
problems, the procurement and retention of qualified personnel. My 
remarks will be brief and general in nature. Members of my staff 
and the other services are here prepared to elaborate to the extent 
you may desire. 

The Secretary of Defense has requested that I direct my remarks spe- 
cifically toward the incentive hazardous duty features of the bill since 
others will discuss basic pay, per diem, and dislocation allowance. 
For two reasons I will deal primarily with incentive pay for flying. 
First, airpower today is the primary deterrent to another war and 
will be a decisive factor in winning a war should one be forced upon 
us. And, second, for at least the foreseeable future, the decisive ele- 
ment in airpower will be the quality of our combat crews and the 
quality of our professional air leadership. 

It is not my intention to discuss the necessity or the justification for 
hazard incentive pays. The necessity for additional pay for those who 
engage in hazardous occupations is recognized in industry and has 
been recognized by the Congress with respect to the Armed Forces. 

The Strauss Commission in its report to the Secretary of Defense 
confirmed this view. It is my intention, however, to justify the in- 
creases in hazard incentive pays which are included in the career in- 
centive bill. While my remarks will be almost exclusively concerned 
with the situation as it exists in the Air Force, my general comments 
are applicable to the other services insofar as their hazardous duty 
components such as flying, submarine, parachute, deep sea diving, low 
pressure chamber duty, and so forth, are concerned. 

For several years the flying services have experienced difficulty in 
procuring an adequate number of qualified applicants for flying train- 
ing. Numerical requirements for aviation cadets were met in some 
cases only by decreasing educational standards from 2 years of college 
to high school level. Voluntary requests of Air Force ROTC students 
for flying training were considerably below the number required un- 
til it was announced that—with the exception of a few commissions in 
the technical fields—that application for flying training was a requi- 
site for a Reserve commission. Experience has shown that the ma- 
jority of these men do not intend to remain with the Air Force beyond 
their obligated tour. The Navy is currently receiving only about half 
the applicants it requires to maintain full classes in its naval aviation 
cadet program. 

More serious than procurement has been the retention rate of newly 
trained pilots and observers. Only 35 percent of our ROTC students 
and 54 percent of the aviation cadets in the flying training system are 
indicating their desire to remain in the Air Force beyond their obli- 
vated tour. The complexity of modern aircraft demands retention 
beyond this point if an acceptable air crew experience level is to be 
attained. Not only do excessive losses result in dilution of expe- 
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rience, but for each pilot lost another must be trained. It is significant 
that it costs more to train a pilot than he receives in incentive pay in 
30 years of service. It will be noted that the greatest increases in 
hazard incentive pay are recommended for first lieutenants, captains, 
and majors—our younger officers who are leaving the service in the 
greatest numbers. 

My comments concerning personnel losses have been confined to 
flying personne] ; however, in the Navy, the submarine service, too, has 
experienced considerable difficulty in recruiting and retaining quali- 
fied personnel. The atomic submarine is like the jet aircraft in that 
it introduces a new level of danger. Crew members are exposed to 
those hazards which are peculiar to submarine operation. Resigna- 
tions among submarine officers are five times as high as they were in 
1948 and applications for this type duty among naval personnel have 
sharply decreased. 

Before closing, I would like to say a word about how the proposed 

rates for incentive pay for flying and submarine duty were derived. 
They are dollar rates based upon percentages of basic pay of from 45 
percent for first and second heutenants to 16 percent for major gen- 
erals. Actually they represent an extension to this bill of percentage 
rates implied in the Career Compensation Act of 1949 with additional 
selective increases in the lower grades. For all other hazardous duties 
this bill proposes a flat 10 percent increase. 

I believe that the enactment of this bill will make successful our 
efforts to retain in the several services those people needed to carry 
out our task of providing security for the Nation. 

Mr. Chairman, that concludes General O’Donnell’s statement, and 
he expressed his regret that he was unable to be here. He is out of 
the country at the moment. 

But before going into the questions that you may have, I would 
like to point out that this bill provides for pay for three new types 
of hazardous duty. These are: Duty as low-pressure-chamber inside 
observer, duty as human acceleration or decelet ration subject, duty in- 
volving helium-oxygen mixture for breathing in deep-sea diving. 

These items will be t taken up later in the section- by-section analysis 
of the bill. But I should point them out as they are new items. 

Mr. Rivers. Are the increased pay for hazardous occupations with- 
in the Department of the Air Force consistent with the increases rec- 
ommended for other branches of the service ? 

General Ler. They are the same, sir, same all the way through, for 
the particular type of duty that you may be discussing. 

Mr. Rivers. ‘Thank you, General, that is a fine statement. 

Any questions by any members of the committee / 

Mr. Gavin. You say you are not getting the applicants for sub- 
marine duty. Isn’t that voluntary ¢ 

General Ler. For submarine duty ? 

Mr. Gavin. Voluntary assignment, that they request that they be 
assigned ? 

General Ler. I am certain it is. I would like to have Captain 
Martineau or Admiral Grenfell answer that. 

Admiral GrenFecu. I can answer that, sir. 

Since 1928 when Congress instituted submarine pay we have been 
on a voluntary basis even during World War II, as far as our officers 
were concerned. At present the popularity for submarine school is 
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falling off at a great rate, and we are very worried about it. For in- 
stance, in 1948 we had 60 vacancies in sub-school for the boys to go to; 

we had 300 applicants; this is officers. In 1954, the last class of 1954, 
a 6 months’ course, we had 209 applicants for 120 vacancies at the 
school. This next class coming up beginning July 1, the applicants 
now number 90; the books are supposed to close on the Ist of March, 
10 days away, roughly; we only have 90 applicants for 120 vacancies. 
And this is the first time we have even been that low. 

Normally, at that stage of the game when we are requesting appli- 
cations, we have about 190. 

Mr. Gavin. What do you attribute that to, this changed thinking ? 

Admiral Grenrett, Maybe many things, but I feel incentive pay is 
one of them. 

Mr. Arenps. Does it have anything to do with the change in sub- 
marines, atomic submarines 4 

Admiral GrenreLL. I don’t think so. 

Mr. Rivers. How do those boys report their likes and dislikes for 
the Vautilus? 

Admiral GrenFe.u. So far they like it fine, to the best of my know!l- 
edge. That was very much of a hand-picked crew, as you well know, 
very highly intelligent crew; many of them, including most of the 
crew members, had a pretty good knowledge of nuclear ‘phy sics. The 

captain of the submarine, himself, has a doctor’s degree in nuclear 
physics. They are very crazy about it; it is a very fine crew, I might 
add. They like it very much. 

Mr. Rivers. Where is the Vauzi/us now ¢ 

Admiral GrenFELL. Operating out of New London—still on trials. 

Mr. Rivers. You can bring it into Washington when you finish up 
there ¢ 

Admiral GrenFetu. Love to. 

Mr. Rivers. You know you can dock it here at the gun factory. 

Admiral GrenFreti. That would be fine. sir. 

Mr. Bianprorp. May I inquire of General Lee, I notice you say the 
Navy is only getting half of the applicants it requires to maintain its 
naval aviation cadet program. What is the situation with regard to 
the Air Force in that connection 4 

General Ler. We are obtaining our applicants. We have a small 
backlog at the moment. As mentioned in the statement educational 
standards have been lowered to some degree. That is true in the Air 
Force, and we are taking high school gr -aduates in our aviation cadet 
program which will be in subsequent years the smaller part of the 
program. The main part of our program will be coming from our 
ROTC graduates, and we will be able to fill our quotas. 

Mr. Bianprorp. That is the answer. I want to make sure that we 
get that in the record. I think you put your finger on it. You are 
requiring your ROTC to take flight training, except—— 

General Leg. As I stated with the exception of a few technical 
people who will be nonrated. 

Mr. Buanprorp. The situation may be different in a couple of years 
if we don’t do something with regard to your aviation cadet training, 
since that captive e audience you h: ad of ROTC people who had to make 
up their minds fast that they are going to take flight training, will not 
be available to you. 











General Ler. That is very important, Mr. Blandford, and we want 
to maintain a goodly number of the aviation cadet type individuals 
because it is in that group that we are able to reach the other college 
man who isnot an ROTC man. 

Mr. Bianprorp. The reason I mentioned it is I don’t think you 
want to let the people, or let Congress think that the Navy is only 
getting half of its applicants, and the Air Force is getting all their 
applicants, and the situation is the same. You have a captive au- 
dience right now, which the Navy does not have. 

Mr. Rivers. They have the Holloway group. 

Mr. Bianprorp. They are not nearly in the numbers that the ROTC 
is for the Air Force. 

I would like to ask the Navy 

General Ler. May I interrupt you, Mr. Blandford? I don’t want 
to take issue with you, sir, but I don’t like the word “captive.” 

Mr. Bianprorp. When you tell them they either apply for flight 
training or get booted out, I think it is 

General Ler. ‘They are volunteering. 

Mr. Buianprorp. Volunteering. You can volunteer for aviation 
cadet training, and be a flyer or get drafted. That is not captive, any 
way you want to call it ; it is Hobson’s choice. 

Mr. Rivers. That draftless 

Mr. Wirson. Shotgun. 

Mr. Bianprorp. That is right. 

Have you reduced your educational levels for aviation cadet train- 
ing? 

Admiral Grenrety. I think I am correct in saying not yet, but we 
are contemplating to go down to high school level. 

Br. Bianprorp. On the floor when people see distinctions between 
the Air Force and the Navy they will say “Why doesn’t the Army do 
what the Air Force is doing?” You have to maintain your educa- 
tional levels 

Captain Martineau. We are not getting the numbers. 

Mr. Bianprorp. You only have half of your applicants. 

Captain Marrrneav. We are having to set up a new program of 
aviation ensign, we are having to bring a young officer in, which is 
comparable to the Air Force ROTC group. 

Mr. Rivers. Where are getting them ? 

Captain Marrrneav. They will be college graduates, ensigns. 

Mr. Rivers. Holloway group ? 

Captain Martrneav. They are not Holloway. 

Mr. Gavin. Mr. Chairman, I had a very intersting letter from a 
young man, which I will send to you, because I couldn’t come up with 
the answer; he doesn’t have the educational background to qualify for 
aviation cadet, and he is unable to go to college, and the answer might 
be that he might enlist in the Air Force, but he wants to know why 
when he is interested in flying, and the demand for flyers is so great, 
that some sort of a program isn’t conducted, it might be a civilian pro- 
gram, where he would be able to get that background and be able to 
be educated to fly, and why we don’t set up some sort of a service where 
an ambitious boy may be able to be given the opportunity for that 
background of flying? 

Mr. BLanprorp. We have that, Mr. Gavin. 

Mr. Gavin. It isa difficult question. 
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Mr. Bianprorp. We have it in the Civil Air Patrol. It is an auxil- 
iary of the Air Force and youngsters—I think as young as 14 or 15— 
can enter the Civil Air Patrol program. Iam sure that the Air Force 
has statistics on the number of people they eventually get through the 
Civil Air Patrol. 

Mr. Gavin. Has that been publicized to such an extent throughout 
the Nation that they are familiar ? 

General Ler. I am sure it has, Mr. Gavin. It is a very important 
auxiliary to the Air Force procurement program. And it is being 
carried out on a national basis. It isa civilian acivity. I think that 
it would be a very fine place for this young lad to become interested 
and work with the Air Force idea. 

Mr. Gavin. Lam glad to get that information. 

Mr. Rivers. Each year they bring those outstanding students up 
here, when they have that big dinner up here for the Congress, they 
bring those fine young men up here with them who have completed 
that program. 

Some of them, the outstanding ones. 

General Ler. I would like to go back one moment, Mr. Chairman, 
if I may, with regard to this discussion we had, for Mr. Blandford’s 
benefit, on the college, high school level men in the aviation field. 

If we were to raise our standards again and go to the 2-year college 
man, then we would have the trouble that I believe the Navy has. 

Mr. Buanprorp. I am not taking issue with you. 

General Ler. Iam only trying to help you. 

Mr. Bianprorp. The answer is simple. The Air Force needs more 
pilots than the Navy. The Navy can therefore stick to their qualifica- 
tions, little higher qualifications, because you have just so many people 
in the country who want to fly, and a certain portion want to go in 
the Navy and a certain portion in the Air Force. You need more, 
therefore, you have to lower your standards to get the larger numbers 
you need. The Navy doesn’t need as many, so they are trying to hold 
the standards they have got. They may have to lower those to keep 
what they are trying to attain now. 

General Ler. That is right, about 90 percent of our aviation cadet 
group has less than 2 years of college. 

Mr. Bianprorp. That isa very important statement, I think. Would 
you repeat that ? 

General Ler. About 90 percent of our aviation cadets have less than 
2 years of college. The aviation cadet group as I said earlier will be 
providing a smaller proportion of our pilots than the ROTC program 
in the future but it is a group that we must maintain and keep our 
pilots coming from. 

Mr. Rivers. All right. 

You are going to have to integrate your Air Force Academy students 
right along with your Air Force who will weigh students or whatever 
you call that group at university. It is the same as the Holloway 
plan, 

General Ler. It isa different plan. 

Mr. Buanprorp. Straight ROTC. 

Mr. Rivers. And you are going to have to integrate them along 
with those young men who want to be integrated. 
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General Ler. We see no problem there, Mr. Rivers. Those lads 
from the Air Force Academy will receive their commission as do the 
other two Academy graduates today. 

Mr. Rivers. But whatever you take from the Academy, where he is 
not a flyer—he is not a flyer when he finishes his course, isn’t that 
true? 

General Ler. That is true. He will not at the moment, be a fin- 
ished flyer. 

Mr. Rivers. He will just have rudimentary training and reciprocal 
training and no jet traiming to amount to anything, he will be an ob- 
server, that is all. Then if he decides to go to flight school, how are 
you going to reconcile him with that boy who has no college degree 
who is in flight school and having the same rank ? 

General Ler. That is happening today. We have West Point grad- 
uates today and Naval Academy graduates going to the flying school 
as second lieutenants. 

Mr. Rivers. There is no problem. 

General Ler. No, sir; if it were a problem it would be there today, 
but it is not. 

Mr. Bares. Back about 1949 I understand from figures which were 
published at that time that approximately 50 percent of the officers 
in the Air Force had college degrees. Is that figure correct ? 

General Ler. I don’t know. 

Mr. Bares. What is the figure today ¢ 

General Ler. We have the figure for today. I will ask for it here. 
As to the 1949 figure I cannot say. 

Mr. Rivers. The MATS group don’t have a great number of degrees. 

General Ler. No, sir. 

Mr. Rivers. A lot of those are transport pilots. 

General Ler. No, sir; many of our pilots do not have degrees, that 
is because this aviation cadet source has been a noncollege group, 
primar ily. 

The overall level of the Air Force officers with 4 years of college 
or better at the moment is 43.7 percent. 

Mr. Bares. You have dropped about 7 percent. 

General Ler. That would be so, if—I am not aware of your figures. 

Mr. Bares. That would be expected if you have gone down to high 
school level. 

General Ler. That is right, and with any expansion in that group. 

Mr. Bares. You don’t have any figure there on pilots, do you? 

Colonel Writs. Yes, sir; I do. In our regular pilots we have 52.5 
percent, in our nonregular pilots there are : about 22.7. 

Mr. Barres. Nonregular, you mean a reservist ? 

Colonel Wetts. Yes, sir. 

Mr. Bares. If you weight that figure then according to the whole 
you come out with what, around 30 percent ? 

You have about 80 percent of the officers in the Air Force today are 
reservists. 

General Ler. That is about right. 

Mr. Bares. The later figure you gave us is around 30. 

Colonel Wexts. I don’t have that figure. 

Mr. Bares. Well, you have a 30 percent spread there and you get 80 
percent of the figure, as a matter of fact it would be just a little lower, 
around 30 percent. 








5 lA hin 0 ne a eck eC lB: 








hd ae heed A 


col 


19: 











ry 
525 
Colonel We.ts. Right. 
| General Ler. Yes, sir. 
Mr. Rivers. Any other questions from General Lee ? 
e (No response. ) 

Mr. Rivers. ‘Thank you, General, that was a very fine statement. 

General Ler. Thank you. 

Mr. Miter. I would like to associate myself with your remark 
about General Lee’s statement. 

Mr. Rivers. I am glad to see you are so conversant with the prob- 
lems of the other services. It indicates we do have a little unification, 
after all, in the Pentagon. I don’t think we ought to get on here, with 
the Army taking such a first round beating on this reduction, unless 
we have a larger membership in the committee. 

General, we want you to have a good audience, too. 

Mr. Bianprorp. Off the record. 

( Discussion off the record. ) 

Mr. Rivers. Could you come tomorrow morning ? 

: General Youne. Yes, sir. 

Mr. Rivers. 10 o’clock on the dot. 

/ General Youne. I will be here. 

Mr. Rivers. Thank you. 

(Thereupon, at 11:45 a. m., Thursday, February 17, 1955, the sub- 
+ committee hearing adjourned until 10 a. m., Friday February 18, 
f 1955.) . 
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CAREER INCENTIVE ACT OF 1955 


FRIDAY, FEBRUARY 18, 1955 


House or RepreseNTATIvES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 2, 
Washington, D. C. 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday, chairman 
of the subcommittee, presiding. 

Mr. Kitpay. This morning, we renew the hearings on H. R. 2607, 
to increase certain pay and allowance. 

We have Maj. Gen. R. N. Young this morning. 

General Younc. May I present Colonel Brinckmann and Major 
McCabe ? 

Mr. Kirpay. Will you introduce them for the reporter so we will 
have their names ?/ 

General Youne. Yes. He has them. 

Mr. Kitpay. Do you have a prepared statement ? 

General Youne. About 214 pages. 

Mr. Kitpay. Go ahead and read it without interruption. 

General Youne. Thank you. 

Mr. Chairman and members of the House Armed Services Commit- 
tee, I appreciate this opportunity to appear before you on behalf of 
the Department of the Army in support of the career incentive bill, 
recommended by the Department of Defense. 

The need for this legislation is clearly evident when we consider the 
rate of personnel turnover experienced by the Army. On this chart 
to your right front you see the gains and losses by fiscal year and the 
total strength at the end of each year. 

In fiseal 1953, for example, our losses were almost 800,000 men and 
we had to bring in almost an equal number to meet our strength needs. 
Our turnover that year was well over 50 percent of our enlisted 
strength. 

In fiscal year 1954 our net enlisted losses were about 550,000, and 
during fiscal 1955, we estimate about 700,000. 

This is costly and it greatly lowers the military effectiveness of our 
active Army. We can closely estimate the cost of training a replace- 
ment but we cannot measure the loss in know-how and experience 
when a man leaves the service. 

Our regular enlisted strength was 546,575 at the end of November 
1954. This is searcely more than was our strength in 1950, at the out- 
break of the Korean war. 

The strength of our inducted personnel and other enlisted Reserve 
components on active duty as of November 30, 1954, was 676,664. Our 
inducted strength for the coming year will be close to half the total 
enlisted strength of our active forces. 
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These men serve an obligated tour of 2 years during which they go 
through an expensive training program. In this group we have a 
large potential for enlistment in the regular service. If we could at- 
tract an additional 10 percent of this group to continue their careers 
in the Armed Forces, that alone would result in substantial savings in 
training costs. 

The retention of qualified commissioned officers presents an equally 
serious problem. Resignations among Regular officers with less than 
10 years of service are particularly high, when projected through the 
normal career span. 

Our Reserve officers on active duty comprise about three-quarters of 
our active commissioned force; the retention problem is particularly 
acute in the lower grades. These young officers who are being called 
to duty for 2 years for the most part, upon completion of their obli- 
gated tour, return to civilian life. 

A surprising number of the ROTC honor graduates, selected for 
their outstanding records, have declined to accept regular commis- 
sions. It is genuinely disturbing that this opportunity of gaining a 
position and career w hich should be regarded as one of responsibility, 
dlistinetion, and honor should be so lacking in appeal. 

It has been said that pay alone does not provide the incentive needed 
to induce men to choose military service as a career. I agree with this. 
There are many other factors and some are material in nature. Others, 
with an intangible appeal, influence men’s decisions concerning a 
military career. Yet, it is an inescapable fact that economic problems 
compel many servicemen to seek careers in civilian life offering greater 
monetary return. 

It is significant that 39 percent of the Army enlisted: personnel today 
have family responsibilities; that is, they are either married or have 
dependent parents. Among our officers, 80 percent have such, de- 
pendent obligations. Thus, the normal desire to provide an acceptable 
standard of family support is an important factor that cannot be over- 
stressed. 

The recommended legislation in addition to increasing basic pay 
also provides for an increase in the per diem allowance payable during 
periods of temporary duty to $12 per day. This increase applies only 
in the United States, and when the military member performs travel 
to areas where Government quarters and messing facilities are not 
available. 

A provision for a dislocation allowance on permanent change of 
station has been included to meet a long-felt need in the military 
services. Changes in station result in a considerable financial loss to 
the service member because of added expenses just prior to departing 
the old station and in reestablishing himself and his family at a new 
location. 

It has been found these extra expenses relate themselves to the mem- 
ber’s basic allowance for quarters. Therefore, it is proposed that the 
amount authorized be equal to 1 month’s basic allowance for quarters 
for members with dependents. These expenses are not covered by the 
transportation allowances now authorized. 

Succeeding witnesses will provide greater detail on the points that 
I have mentioned. 
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In conclusion, I should like to express my opinion that the passage 
of this measure, together with the other steps in process to improve the 
appeal of a military ¢ areer, Will greatly enhance our ability to attract 
and retain capable personnel. 


ENLISTED PERSONNEL TURNOVER, ACTIVE ARMY 











FY 1951 FY 1952 FY 1953 FY 1954 


FY 1955 
(PROJECTED) 


Mr. Kitpay. Thank you, General Young. 

Are there questions of the general ? 

Mr. Bares. Mr. Chairman 

Mr. Arenps. I would like to ask some questions. 

Mr. Kripay. Mr. Arends. 

Mr. Arenps. You say that those who are with you later on will fill 
us in with regard to these additional allowances with regard to trans- 
portation ? 

Mr. Youne. That is right, Colonel Brinckmann and Captain Mar- 
tineau will go into greater detail and explain that for you. 

Mr. Kipay. Mr. Rivers? 

Mr. Rivers. Yesterday and the day before, somebody brought up 
the question that the military can do a lot to curtail some of this un- 
necessary change of station, and that is one of the things whe a: we 
may have trouble if we don’t have a ready answer on the floor, because 
a lot of people think wt military change stations too much. 
55066—55—No. 6 
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And we want some help on it. 

General Younes. I agree thoroughly, and in the later discussion I 
think it will be brought out clearly that stabilization of our personnel 
and our ability to retain them in the service will be a major contribut- 
ing factor to preventing the frequent changes which have occurred 
in the past. 

I also agree, however, that we, too, should, and will do better in that 
respect. 

Mr. Rivers. Thank you. 

Mr. Buanprorp. In that connection, may I ask you this question, 
General. In fiscal 1954, 61 percent of the officers of the Army made a 
permanent change of station, and 71 percent of your enlisted person- 
nel made a permanent change of station. So you can say that approxi- 
mately 62 percent of the entire Army underwent a change of station, 
yet, we know that normally a tour of duty is supposed to be 2 years, 
in some cases 3 years. 

How do those figures compare with previous years ? 

Mr. Milton indicated they are making great progress, or trying to. 
How do those figures compare with previous years on permanent 
changes of station? In other words, is there anything that we can say 
on the floor of the House that would indicate that your changes of 
stations have been decreasing ? 

General Youna. I think you can. I would prefer to have firm fig- 
ures to support that, Mr. Blandford, and Mr. Chairman. 

One of the factors which required us to make such a large number 
of changes of station was the short tour in Korea, and other areas. 
With a eas percentage of the Army on a 12- and 18-month tour of 
duty, that naturally causes quite a turnover. 

So as conditions stabilize, and as our Regular Army percentage in- 
creases, our changes of station will become less. 

Mr. Buanprorp. Thank you. 

Mr. Kixpay. General, for the information of those who are going 
to provide the detail, I just wanted to say that you are not going to 
have to convince this group of how costly it is, because it is something 
that we are faced with constantly. 

General Youne. Yes, sir. 

Mr. Kinpay. We are all family men, we have to go between Wash- 
ington and home at least once every year; more often 2, 3 times a year. 
So we know that it is costly. But you are going to have to convince 
us that this is not just the easy way out, that we are going to compen- 
sate him. And I am personally fearful that the attitude may be not 
those at the policy level but those at the working level, would be that 
when you have any change coming, you are going to get paid for it. 

We are going to have to get that out of our minds. 

General Youne. I agree we must overcome any such attitude as 
that. 

Mr. Kriipay. Frankly, that is the way I feel about it, I feel this 
would encourage more frequent changes of station because the man is 
being compensated for at least some of the expenses incident to his 
travel. We know how expensive it is. 

We want you to explain how this is going to be helpful, actually, to 
the Army, rather than harmful. I just want that for the working 
people who are going to give us detail. 
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Mr. Witson. Mr. Chairman ? 

Mr. Kitpay. Mr. Wilson. 

Mr. Witson. If I remember correctly, the Air Force figures showed 
in a survey made of career attractiveness that the second most impor- 

tant factor in attractiveness was the change of station. So that is 
something that the Army has got to have——and the whole Defense 
Department has got to give their immediate attention to. 

General Young. Yes, sir. 

Mr. Chairman, it is certainly correct; Mr. Wilson, during the height 
of the war in Korea, it was not unusual for a Regular Army enlisted 
man returning from Europe to be eligible to go to Korea with only 
a 9-month stay here in the United States. 

That was just a military necessity. A Regular Army soldier or 
officer returning from the Far East was eligible to be shipped to Europe 
with only 6 months here at home. 

Now, that condition has been corrected, and a minimum of 18 
months is now guaranteed to our Regular ‘Army soldiers, and I say 
Regular Army because they are the only ones w ho would have a long 
enough period to make, in the service, to make those two moves. 

And our junior officers, a minimum of 18 months is now guaranteed 
and it is usually exceeded. 

Mr. Bates. Mr. Chairman ? 

Mr. Kiupay. Mr. Bennett. 

Mr. Bennett. In line with this objective that you have—and we 
all seem to be very anxious to see that it be accomplished—of trying 
to minimize transfers, I would like you to put in the record for our 
help on the floor and ‘also for my education as much as possible any 
steps that you are taking or that you contemplate taking to minimize 
these transfers. 

Things that run through my mind are such as the possibility that 
you may be doing—or have you—set up any committee or organiza- 
tion within the Department of Defense to help in this, or are there any 
directives which have been issued to accomplish this objective, or are 
there any reports which are made by commanding officers to show that 
there has been achievement accomplished in this respect ? 

I have in mind there have been such pressures put on with regard 
to other objectives in the Department, such as integration and things 
like that. 

I wonder whether we are expending the same amount of energy on 
these transfers? 

General Youne. Yes, sir, we have a very active committee, consist- 
ing of senior officers from the Adjutant General’s Office, from G-1, 
from G-3, the operations end, and elsewhere, who are studying this 
matter constantly. And we have achieved considerable improvement 
in that respect. 

Mr. Bennett. Have there been any directives issued ? 

General Younc. Well, I just mentioned one which I think has 
achieved considerable improvement in that. 

Mr. Bennett. Are there any regular reports required of command 
ing officers of units to explain why transfers are in such great number ? 

General Youna. No, sir, because frequently, we, right here at the 
Department of the Army, in the case of the enlisted men are respon- 
sible for it, since we impose on them, on the lower echelons, the matter 
of levies for overseas shipments. 
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It is in the levies for overseas shipments that we get our largest 
number of permanent changes of station, in order to support our over- 
seas commitments with personnel. 

The Department of Defense has also taken cognizance of this prob- 
lem and does have working under Mr. Burgess, the Assistant Secre- 
tary, a committee inquiring into all measures that might be taken for 
stabilizing tours in many areas. 

Mr. Bennett. It seems to me, before this thing actually hits the 
floor, there could be some analysis in the record some way to show some 
accomplishment that has actually taken place, directives issued, some 
reports received back showing improvement. 

It would be helpful, because as Mr. Wilson pointed out, and as those 
charts indicated, the average Congressman at least feels this question 
of excessive transfers about as much as any other issue that comes 
before us. 

And there is where the wife is going to be affected. 

General Youna. Yes, sir. 

That can be furnished and I think can be done very much better if 
we can have a little time and put it in the record. 

Mr. Barres. Mr. Chairman ? 

Mr. Kirpay. Mr. Bates. 

Mr. Bares. General Young, the figures you have given us indicate 
about 55 percent of your enlisted men are inductees—— 

General Youne. That is right, approximately. 

Mr. Bares. You indicate if we could attract an additional 10 per- 
cent of this group of the inductees, it will result in substantial savings 
in training costs and of course it would. 

General Younc. Yes, sir. 

Mr. Bares. What percent currently of your inductees are enlisting 
in the service after the end of their 24 months. 

General Youna. I have those figures right here. 

The figures, Mr. Chairman, since July of 1954, as as follows for the 
last 6 months of calendar year 1954: 4.3, 3.2, 2.4, 2.4, 3.4, 3.3 for an 
average of 3 percent of our inductees. 

Mr. Bares. That is a pretty low figure ? 

General Youne. Yes, quite low. 

Mr. Bares. Is there anything in this bill that is particularly designed 
to attract those men? I have in mind such things as enlistment bonus: 
for instance, at the end of 4 years they can get a reenlistment bonus, at 
the end of 2 years they get no bonus. 

Colonel Brinckmann. Yes, sir; if they enlist at the conclusion of 2 
years of service, they do get a reenlistment bonus. 

Mr. Bares. An inductee gets that ? 

Colonel BrrnckMANN. Yes, sir. 

He would be reenlisting. 

Mr. Bares. Do you call that a reenlistment, even though he was 
inducted, not enlisted ? , 

Colonel BrrnckMANN. He is originally an inductee, he finishes his 
obligated tour, then he reenlists. He is no longer an inductee. He re- 
enlists and is entitled to the bonus. 

Mr. Bares. He doesn’t reenlist, he enlists for the first time ? 

Colonel BrinckMann,. That is correct. 

Mr. Bares. But under the law, you interpret that as being identi- 
cal with reenlistment ? 
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Colonel BrinckMann. That is right. 

Mr. Rivers. At that point, could we have that part, Mr. Blandford, 
inserted in the report, where they make that interpretation of the ex- 
isting statute ? 

Mr. BLanprorp. We discussed that last year if you will recall. The 
previous reenlistment bonus bill I think required a man to complete 
a stated period of time before he could enlist in the Regular service, 
and then be eligible for a reenlistment bonus. At that time, we were 
thinking of the man joining the National Guard and going on 2 weeks 
training duty, then enlist in the Regular Army and be eligible for re- 
enlistment bonus. So the previous law precluded him from doing 
that under the Career Compensation Act. Then when we brought up 
the reenlistment bonus bill last year, we decided that if a young man 
was that ambitious and intelligent, to figure out a way to obtain a re- 
enlistment bonus by doing exactly that, that he should be entitled to 
that. 

Mr. Rivers. It is clear in the statute. 

Mr. Buanprorp. It is clear in the statute. 

In fact, it was put in there deliberately. 

Major McCase (reading) : 

4. Definition of reenlistment. In this section of these regulations a “reenlist- 
ment” means—(a) An enlistment in the Regular Army after compulsory or 
voluntary active duty in the Army; or (b) A voluntary extension of an enlist- 
ment for 2 or more years. 

Mr. Kitpay. Of course, that was one of the purposes we had in mind 
was to get the men to sign up. 

Mr. Bianprorp. After completion, did you say ? 

Major McCase. After compulsory or voluntary active duty. 

Mr. Bianprorp. After completion of it? 

Major McCasr. You would have to have completed one period of 
service. 

Mr. Buanprorp. That is not true, though, for the National Guard 
man or reservist. Under existing law a National Guard man or re- 
servist can serve a short period of time as National Guard man and 
then enlist in regular service and that is considered a reenlistment. 

Major McCase. But his tenure as National Guard man would be 
terminated upon enlistment in the Regular Army. 

Mr. Buanprorp. Is it true an inductee in the second day in camp 
can go down and reenlist in the Army ? 

Major McCase. I can’t quote the law on that, but under the Army 
regulation no reenlistment bonus may be paid to a member who re- 
enlists during his period of basic recruit training. 

Mr. Bianprorp. But after he has finished 16 weeks, he enlists and 
that is considered a reenlistment. 

Major McCapse. Yes, sir. 

Mr. Rivers. There is no question in the law on that ? 

Mr. BLanpForb. No. 

Mr. Arenps. How much would an inductee get at the end of two 
vears of reenlisting ? 

General Youna. It depends. 

Colonel BrtncKMANN. The monthly basic pay to which the man was 
entitled to at the time of discharge times the number of years he is 
enlisting for. 
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Mr. Kitpay. 180 would be the least, wouldn’t it ? 

Mr. Bianprorp. For 4 years, it would be $320. It is the number of 
years times his monthly pay. 

Mr. Rivers. He couldn’t save that much in 2 years in Congress. 
| Laughter. | 

Mr. Kirpay. Is there anything further from the general ? 

(No response. ) 

General Youne. Thank you. 

Mr. Kitpay. Thank you. 

We will now hear Brigadier General Nelson of the Marine Corps. 

We are glad to have you, General. 

You have a prepared statement, you can go ahead. 

General Netson. I have Major Stockman and Major Perkins with 
me this morning, Mr. Chairman. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity of representing the United States Marine Corps in con- 
nection with the proposed Military Career Incentive Act of 1955. 

In the constant indoctrination and training of our officers and men 
we have always pointed with pride toward the intangible rewards 
connected to service life—such things as opportunity to demonstrate 
leadership, esprit de corps, satisfaction in serving one’s country, and 
devotion to duty. ’ , 

These are a few of the psychic goals or objectives which contribute 
to a high order of motivation and normally tend to guarantee leaders 
of high caliber. These motivating factors must characterize our career 
personnel if our standards are to be met and maintained. 

Through our promotion processes our officers and noncommissioned 
officers advance through positions of increasing responsibility which 
correspondingly demand increased knowledge, experience, and skills. 

The Hook Commission, in its report completed in 1948, recognized 
the fact that service pay should be directly related to responsibility, 
knowledge and skill. The base pay tables submitted by that Commis- 
sion reflected this relationship. With the enactment of the Career 
Compensation Act of 1949, the basic principle of this relationship was 
clearly set forth by law. This represented a great stride forward in 
the area of pay legislation. The slight upward revisions in 1952 were 
the answer to the then existing requirements for adjustment necessary 
to bring military pay into closer harmony with the cost of living. 

Since 1952 conditions have further changed and it is now apparent 
to everyone that further adjustments are required. This could have 
been done by further upward revisions of the old law. Instead, the 
Department of Defense Committee that examined the area of mili- 
tary pay and accomplished the basic preparation of the proposed 
Career Incentive Act of 1955, developed another principle relating to 
military pay—the concept of adjustment through the addition of 
career incentive pay increments. This is a logical extension of the 
philosophy contained in the Hook Commission study. 

I believe that the proposed Military Career Incentive Act of 1955 
now under study of this group is a very realistic attempt to link mate- 
rial inducements and tangible rewards to the psychic or intangible 
rewards traditionally associated with service life. 

This represents a more valid approach toward a solution of the mili- 
tary pay problem than an across-the-board or uniform increase based 
solely on a cost of living differential. 


Tl 
orea 
selec 
to at 
and 

T 
some 
sonr 


amo 
fam 
long 
(< 
clas 
citis 
diffi 
(: 
on ¢ 
cent 
are 
Ret 
and 
cut 
the 
I 
wh 
int 
son 
vie 
of 
wis 
ing 
lat 
pay 
‘ 


4 





039 


This proposed legislation presents an opportunity to realize a 
creater return on our investment in military personnel because of its 
selective appeal to the very officers and men the Armed Forces wish 
to attract and retain as career personnel at a time when those officers 
and men must make a decision on the future of their military careers. 

The many provisions of this bill are generally designed to cope with 
some of the most urgent areas of concern that exist in military per- 
sonnel administration today. 

(1) Base pay. in which increases are manifestily required. 

(2) The bill increases extra hazardous duty pay in recognition of 
the increased hazards associated with the jet age. 

(3) It provides a dislocation of allowance which will reduce the 
amount of personal financial sacrifice long associated with service 
family moves due to permanent change of station orders, an area that 
long has needed remedial action. 

(4) It provides for increased per diem in order to prevent first 
class military men from being forced to live under second class con- 
ditions while on legitimate Government business—or else paying the 
difference out of their own pockets. 

(5) The proposed act applies to retired personnel as well as to those 
on active duty. This is an important point, for immediate career in- 
centives to persons on active duty would have reduced appeal if they 
are countered by discrimination against persons on the retired list. 
Retired pay represents an equity built up over a long period of years, 
and it must maintain a constant and healthy relationship to active 
duty pay. We must never allow our retired personnel to be placed in 
the position of forgotten men. 

In conclusion, | want to say that I consider the principles upon 
which this proposed act is based to be sound. I believe this bill looks 
into the future. The enactment of this measure should decrease per- 
sonnel turnover and help to stabilize the Armed Forces as a whole. J 
view it as a sound investment. In retaining an increasing number 
of potential career officers and noncommissioned officers who other- 
wise may be expected to leave the Armed Forces each year, the sav- 
ings in experience and training costs generated by this proposed legis- 
lation will characterize it as being a great forward step in military 
pay thinking. 

Mr. Kiipay. Thank you, General Nelson. 

Are there questions of the general ? 

Mr. Rivers. I just want to say this, Mr. Chairman. 

Do you think it is just as important to hold out to a man who is 
going to remain on active duty for the indefinite future that there 
are benefits in retirement as well as benefits in active duty / 

General Netson. I do, very much so. 

Mr. Rivers. That is a great factor in retaining these promising and 
worthwhile men in the early days when they make a definite con- 
tribution. : 

General Neison. That is a most important factor. 

Mr. Harpy. If I might pursue that just a little bit further. 

General, is it your thought then that this tying of the pay of re- 
tired personnel to the revised scales for active duty personnel would 
indicate a permanent policy of making adjustments in retired pay 
every time there are adjustments made in active duty pay / 

General Netson. Yes, sir, I think that that is very much justified. 
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Mr. Harpy. In other words, your thought is that we should estab- 
lish a precedent here with respect to the retired pay for military per- 
sonnel ¢ 

Mr. Kinpay. No; that we should not break a precedent. 

General Nevson. I think that is more proper, we should not break 
a precedent. 

Mr. Harpy. Then do I understand—Mr. 
realized that that was a consistent precedent. 

Mr. Kixpay. I don’t recall a time—and I have been on pay bills 
since 1942, and each time we have done that. In 1949, there was a 
little change, that they were given an option to qualify to one or the 
other, dictated by a very pri actical situation: The retired list had 
become so great since the war under the provisions of Public Law 18 
of the 76th Congress, and so many men were retired, that in order 
to prevent a militation against the retired system and retired pay we 
had to be practical in 1949. 

But I don’t believe there has been a time in history, although I 
can’t go back farther than 1942, but I am sure somewhere along the 
line it has been testified in this committee, that there has never been 
a time when retired personnel were not increased when the active duty 
personnel were increased, except in 1949 there was an election as to 
whichever would be the larger amount. 

Other than that, there has never been a time. 

Mr. Harpy. I want to be clear on that. 

We are continuing a precedent rather than establishing a precedent. 

General Netson. I believe that is correct. 

Mr. Bianprorp. May I pursue this a little further with General 
Nelson, because this issue that has been raised could become trouble- 
some on the floor in this respect: We increase the pay of a second 
lieutenant in this bill in order to make the service more attractive for 
him to remain on active duty. 

We increase that by 25 percent. We increase the pay of a first lieu- 
tenant by 22 percent. and let us just arbitrarily take the pay of a 
lieutenant colonel which we increase by 11 percent with over 16 years 
of service. 

Supposing we are faced with this question on the floor. You are 
passing this legislation in order to make the career more attractive for 
people who are going to get out if you don’t increase their pay for 
their next increase, next promotion. 

Why should you increase the pay, we will say, of a retired first 
lieutenant by 22 percent? He received the pay for the responsibility 
he assumed at the time he served as a first lieutenant, at a time when 
you didn’t have the problem of trying to make the service that attrac- 
tive. 

Now, you come along and say you are going to increase his pay by 
22 percent: you don’t have to increase his pay because he is already 
retired. You are trying to make it attractive for somebody in the 
future. 

General Netson. Mr. Blandford, the pay increases are designed to 
be a just compensation for service rendered. The fact that the pay in- 
creases happen to come at a certain time to induce a person to remain 
in service, is a function of the bill that is before you. It does not 
alter the fact that it is an adjustment. 


Chairman, I hadn't 
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Mr. Bianprorp. Here is what bothers me, General, because I can 
see this coming up. We have warrant officers today on the retired lists 
who were warrant officers prior to the time there were four pay grades 
established. 

Now we didn’t give a lot of these retired officers, these warrant of- 
ficers, retired many years ago, the pay of a W-4 on the theory there 
was no such grade in existence as a W-4. Somebody will translate 
that same theory to this pay scale and say these people did not have 
that responsibility at that time; why should you give them varying in- 
creases 1n their retired pay because of a career incentive act? 

In other words, and I am serious when I make this point: This whole 
bill varies all the way from 3 percent up to twenty-some-odd percent. 
Now, it just happens that if a man retired for disability at one par- 
ticular phase of his life, he would get a much less increase in pay than 
if he had stayed on active duty for another 2 years. 

So it is not a percentage increase for that retired man; it happens 
to be when he was retired, and that is particularly true for the man 
who is retired for disability. 

Mr. Kizpay. Are you talking about warrant officers ? 

Mr. Buanprorp. No, sir, about all officers. 

It is a tough question to answer. 

Mr. Wirson. Specifically, along that line, Mr. Chairman, in looking 
at this scale, to support Mr. Blandford’s position here, a sergeant with 
over 22 years’ service would have a 2.04-percent increase, and that 
means his retired pay would go up 2.04 percent if you went by the 
same scale, whereas a master sergeant would get 10.10 with the same 
years of service. 

Looking over into the officers we have a second lieutenant retired 
after 30 years would get 14.83 percent, a major general with 30 years 
would get 8 percent. And I can see just worlds of problems coming 
up with that condition. 

Mr. BLanprorp. With respect to the retired list : I think the services 
have got to explain it, and I think there is a very good explanation 
for it, but I think we had better get it in the record so everybody will 
know it, and know it thoroughly, so we can answer that question, be- 
cause it is going to come up. 

Mr. Bennett. Let me ask the general. It seems to me that possibly 
two lines of reasoning may be helpful along this point. One of them 
is, of course, this bill does have some bearing on the rise in the cost of 
living, and therefore, that applies just as well to retired personnel as it 
loes to people who are on the job at this time. 

But more important than that, it seems to me and I hope you agree 
with that, General, that the personnel who are going to make a career 
of the armed services are certainly going to observe the type of treat- 
ment which is given to retired personnel and if they get the idea 
that as soon as the Government can turn their back on them, as soon 
as they are retired personnel they can shuttle them around any way 
they want and forget about them. 

And just think that their duties have already passed and we don’t 
have to think about them in the future. Don’t you think that that 
would have a very bad effect on the morale of people who might now 
be thinking of going into—— 

General Netson. That is very true, that is the thought I had when 
I said increasing retired pay was a most important feaure of this bill. 
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Mr. Rivers. That was my question : That you tell these young men in 
their very productive years, say, when you get on the retired list you 
will not be a forgotten man. The Congress will see to that, because the 
past action has proved it. 

Mr. Gavin. May I ask how these differentials were worked out ? 

Mr. Bianprorp. There is a very long explanation, which we will get 
into in detail on this whole matter. 

It is a continuation of the Hook proposals, and unfortunately, the 
percentages here vary. The progression of pay follows the Hook scale, 
so that it is not as disproportionate as it looks. 

Mr. Kiupay. One basic thing there was that in 1952, in the 1952 
act when you got into difficulties with the Senate, they didn’t take a 
percentage increase of the 1949 scale which would have carried out the 
formula of the Hook Commission, but raised some ranks and didn’t 
raise the others. One of the purposes of this bill is to get back to the 
differentials between grades, so that we can maintain the Hook for- 
mula. As Mr. Hook testified, he was very disappointed in 1952 when 
we did disturb differentials. The maintenance of differentials is a 
very important thing in the military pay. 

Mr. Gavin. Would the chairman care to elaborate a bit on the Hook 
differentials so that we would have some—— 

Mr. Kixpay. I don’t recall offhand. They attempted to raise, for 
instance, the young married officer more than they did the single men, 
or the higher ranking officers who were drawing more money. 

Actually—off the record. 

(Discussion off the record.) 

Mr. Wixson. Where did the 4-percent figure apply, as far as retired 
people were concerned in the 1952 act ? 

Mr. Buanprorp. To all retired personnel. You see what happened 
in 1952 was that basic pay was increased by 4 percent for everybody, 
regardless of whether they were paid under the Career Compensation 
Act or Pay Readjustment Act of 1942. 

The distortion that this bill corrects—the 14 percent in 1952 applied 
only to allowances. 

The distortion that this bill corrects is the distortion that was orig- 
inally created in 1949 when the House recommitted the first Hook 
proposal, which had this spread. 

Now, this is an attempt to go back and restore the original Hook 
Commission and then on top of that add this increase which will give 
you a scale which then gives you pay for the responsibility. 

Mr. Witson. Wouldn’t a minimum of 6 percent, a minimum, a floor 
of 6 percent be needed to bring it up to—added to your 4 percent to 
bring it up to your original 10 percent ? 

Mr. Bianprorp. That would be true for those who do not qualify 
for pay under the Career Compensation Act. In other words, in 
1952, those people who did not qualify under the Career Compensa- 
tion Act got a 4-percent increase. The House gave everybody a 10- 
percent increase. The statement I made yesterday was that if the 
House is to be consistent, if this committee is to be consistent with 
what it did in 1952, then the minimum increase to give to people who 
did not qualify under the Career Compensation Act, is a 6-percent 
increase which would restore the 10 percent we tried to give them in 
1952. 

Mr. Rivers. The same 10 percent across the board we tried to get. 
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Mr. Kinpay. This is a problem that we have with every pay bill and 
it is a very important one, and it is something that I want the com- 
mittee to take all the time that is necessary, when we get to the proper 
time, to fully consider such things that are so important in the mili- 
tary as the traditions of the service, which are—lI see the former sailor 
over here nodding agreement to that—that traditions of the service 
and the old saying “the service takes care of its own.” 

And of course, they can’t unless we let them. 

Mr. Gavin. But you do believe, Mr. Chairman, that the Hook re- 
commendations would tend to stabilize this whole situation ¢ 

Mr. Kixpay. I think so. 

The Hook Commission in 1948 was revising pay scales that had not 
been revised since 1908. 

Mr. Rivers. Right. 

Mr. Kiipay. And in the intervening time, there has been amend- 
ment on top of amendment and something lobbied through here, and 
got it all out of line. 

After 40 years, it made no sense. And the original Hook scales 
made sense. And in the bill that we reported out the scales weren’t 
the same but we had the differentials. 

But when it was recommitted we had to change some of those and 
we lost the full philosophy of the Hook Commission. And then that 
was aggravated in 1952, and I think that we should make a concerted 
effort to get together and have our full committee together on philoso- 
phy of retired pay that has existed ever since there was a retirement 
system. 

That came during the Civil War, when old General Scott was on 
duty and they couldn’t get rid of him. There is another thing we 
have to remember—I don’t like to be acting like a professor on this— 
up until the end of World War II, military men resisted retirement 
as ata resisted court-martial. It was something they didn’t want 
to do. 

And your procedures for retirement are a whole lot similar to court- 
martial procedures. It was an elimination process to get rid of the 
old duffer that you had on hand and couldn’t get rid of. 

Mr. Mitier. Some of them were not such old duffers. 

Mr. Bianprorp. May I suggest that the services prepare one scale 
which may be very helpful here, perhaps they have already prepared 
it, I haven’t seen it, I think if they took the original pay bill of 1949, 
that is the Hook proposals of 1949 before the bill was recommitted, 
and added to it the 4 percent increase granted in 1952, and then use 
that as the present pay scale, and then show what is proposed here, 
that you would then see how this percentage factor applies in these 
pay scales. Can they do that? 

Captain Martineau. Yes. 

Mr. Buanprorp. Then I think you will see why there is so much 
distortion. 

Mr. Kizpay. We'll have the committee, working on this, go into that. 

Thank you, General. 

We will go to Admiral Kenner of the Coast Guard. 

Glad to have you, Admiral. We are confused again, we don’t know 
which one of you it is. 

Admiral Kenner. I am William, sir. 
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Mr. Kutpay. I have to explain that: twin brothers, both Admirals 
in the Coast Guard. 

Go ahead with your statement. 

Admiral Kenner. Yes, sir. 

Mr. Chairman, gentlemen of the committee, it is a privilege for 
me to appear before you in behalf of the Coast Guard in support of 
this legislation. The personnel problems of the Coast Guard are 
essentially the same as those of the other military services, particularly 
those of the Navy, and these problems have been generally covered in 
previous discussions. 

The Coast Guard, like all other uniformed services, is plagued with 
an unusual and rapid turnover caused by such factors as low per- 
centage of reenlistments, rapid turnover of young Reserve officers, 
comparatively high percentage of resignations of career officers and a 
large number of retirements resulting from the suspension of volun- 
tary retirements during the Korean conflict. 

This high turnover results in a considerable financial loss due to 
increased training costs and « reduction in the efficiency of operation. 

The remedy for this problem is to develop a good career incentive 
program. We have made several studies along this line. The results 
of these studies were somewhat dismaying. We discovered that within 
a certain recent group of Reserve officers being released to civilian life, 
only 1 percent expressed a desire to remain on active duty. 

In another such study of the Regular officers who had submitted 
resignations, we found that about 40 percent stated that they were 
resigning because of more lucrative offers from industry, and about 
60 percent stated that they were getting out because of incompatible 
family situations resulting from military life. 

As you gentlemen know, this is the age of specialization. Industry 
is steadily increasing its many types of training programs to meet this 
specialization. The machine is taking the place of unskilled labor. 
Specialization has created opportunities for advancement, and thus 
for higher pay. 

This is the situation against which the services must compete. 

And now I would like to review briefly, activities that are somewhat 
unique to the Coast Guard, and, therefore, present situations which 
might otherwise be overlooked. 

Since the end of the Korean conflict many of our personnel no 
longer feel the patriotic need for subjecting themselves to the hard- 
ships entailed in such isolated assignments as loran (long-range radio 
navigation) where 1 officer and 15 men are not only separated from 
their families, but are almost wholly cut off from all other Americans; 
or on such arduous duty as weather ships which participate in lengthy 
patrols; or lightships anchored off shore; or isolated lighthouses. 

_ It is easy to understand why such duty does not entice a young man 
into a career in the Coast Guard, particularly when he is continually 
being offered more lucrative and less arduous occupations in industry. 

Usually, civil employment not only gives him the greater pay, which 
is the 1 of the 2 reasons most frequent!y expressed in the letters of 
resignation and declinations to reenlist, but also gives him more sta- 
bility and security in his home life. 

I would like to cite one example which highlights our difficulties in 
obtaining personnel. For the past 5 years the Coast Guard has been 
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integrating a small number of officers from the merchant marine into 
the Regular service. 

In 1949 we had 139 applicants. This number has steadily declined 
until in 1954, we had only 37 applicants. Thus, you can see how difli- 
cult it is for us to compete with salaries paid by private industry, 
since industry has continually raised its salaries to meet the rising 
cost of living. 

At this point, I have made a few additions to my original statement 
to highlight certain things which have been brought up since the orig- 
inal statement was drawn up. 

To date, 15 members of class 1952 Academy, out of 77 graduating, 
have submitted their resignations effective June 1, 1955; the end of 
their obligated service of 3 years, after graduation. 

Practically no graduates of the OCS express a desire to remain in 
active service beyond the term of obligated service. To reduce the 
turnover in officer personnel the Coast Guard increased the term of 
obligated service from 2 to 3 years. 

Our program of securing Regular officers from the merchant ma- 
rine under Public Law 219 is producing very poor results. I already 
mentioned that before. But 1 have later figures on the prospects for 
this year. This year only 19 applications were received, nine were 
qualified to sit for theexam. Maybe we will get five qualified. 

Our highest rank offered is heutenant commander, base $400. Mas- 
ters and chief engineers in the merchant marine are reported to receive 
$800 to $1,000 per month. 

We are not receiving sufficient applicants to fill our quota for flight 
training. It is noted that the majority of officer resignations are from 
those who graduated in the upper half of their Academy class. 

Now enlisted men. Reenlistment rates, percentagewise, follow 
closely those of the Navy. Our overall problems are very similar to 
those of the Navy. Our reenlistments from second and subsequent 
enlistments took a sharp rise for the first half of the fiscal year 1955. 
We believe the increased rate is due a great deal to the increased bonus. 

However, that hasn’t been in effect long enough to state that as a 
positive fact. Our reenlistment rate from first enlistments is at present 
3.1 percent. 

Training pregram output lags the losses in our technical petty offi- 
cers rates and has for several years. 

Gentlemen, the Coast Guard is very much in favor of this legisla- 
tion as we believe it will serve in helping to cure many of our present 
personnel problems. 

Mr. Kitpay. Thank you, Admiral. 

Any questions of the admiral ? 

Mr. Bares. Admiral, 60 percent are getting out because of incom- 
patible family situations resulting from military life ? 

Admiral Kenner. Yes, that was my statement, sir. 

Mr. Bares. Do you think that this particular bill will have an effect 
upon that? 

Admiral Kenner. I think it will, sir. Because I think most of 
that incompatability is the difficulty of the—particularly in the petty 
officers and junior officers grades—in meeting the rising costs of liv- 
ing and providing for their families suitably. 








542 


Mr. Bares. Is it that, or is it the constant moving, is it the separa- 
tion duties, is it the lighthouse duty which this bill won’t affect or 
what is it? 

Admiral Kenner. I think it is a combination of them, sir. It all 
boils up in one. During 1954 we were faced with a large number of 
transfers due to enlisted men, due to our very low reenlistment rate. 
In the junior officers the lack of officers particularly from the OCS 
graduates, Reserve officers fulfilling their obligated time desiring to 
stay on active duty. The operational units, the manning of them is 
figured down very close. We do not have any fact. Therefore, when 
reservist’s obligated service is finished, we always have to plug that 
hole. It necessitated more than the number of officer transfers and 
particularly petty officer transfers than we cared to think about. 

Mr. Kanpay. Mr. Miller. 

Mr. Miter. Admiral, on these loran stations, are the families of 
the men allowed to be with them ? 

Admiral Kenner. They are generally so isolated, sir, because of 
the physical location of them, I can speak with close experience with 
the Aleutian Chain, Attu Island, Cape Sherashef, it is no place for 
a family to be, anyway. They are hard to get to, the climate is 
rigorous. 

Mr. Mitier. How long, what isthe length of service ? 

Admiral Kenner. One year, sir. 

Mr. Mitier. How about the others, aren’t some of them along the 
coast of this country, they aren't quite as bad ? 

Admiral Kenner. No, sir, not quite as bad. 

Mr. Mixer. It is really a Baa service as far as isolation is 
concerned? There area few not so isolated ? 

Admiral Kenner. In some places—let us separate the loran from 
the lighthouse stations. 

Mr. Mitier. I was just comparing them with the lighthouse. 

Admiral Kenner. Most of the loran stations are isolated even along 
our coast. As a general rule, their location is such that for the mar- 
ried man, particularly with childrne, it imposes a serious living and 
school problem. The majority of the men leave their families in any 
communities that may be close by. 

We do have light stations which are very well situated. 

Mr. Miner. I was just comparing them in my own mind, the light- 
house station in Monterey with maybe the one at the Farallon Islands. 
The two places are almost diametrically opposite. But there is one 
or two Monterreys in the whole lighthouse system. 

Admiral Kenner. Yes. 

Mr. Harpy. Does this bill increase the retirement pay of retirement 
personnel of the old Lighthouse service ? 

Admiral Kenner. Not to the civilians; no, sir. The old Lighthouse 
Service had their own retirement bill, and the number of those still left 
are receiving retirement pay under that bill. 

Mr. Harpy. The Coast Guard doesn’t care, is not interested in that ? 

Admiral Kenner. Quite recently, I think, they got a little raise 
themselves on that. 

Mr. Kitpay. Very recently. I believe. 

Mr. Witson. Increased last year. 

Mr. Kinpay. Yes. 
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Mr. Bennerrt. I used to have the privilege of being on the Coast 
Guard Subcommittee of the Merchant Fisheries Committee and like 
everybody else I have some constituents interested in the Coast Guard. 
I’m interested in it myself. Now being on this committee, I feel 
prompted to say that if you had the facilities or if you can obtain the 
facilities it might be a worthwhile suggestion if you can have some- 
body study statutes that relate to the comparable branches of the 
service of the Navy and try to bring your benefits in line with those, 
not only with regard to retired pay, but also such things with regard 
to the Reserve program, hospital program, medical care for depend- 
ents and things of that kind. It is an embarrassing thing to Members 
of Congress to have inquiries made of him as to why such great dif- 
ferentials are made between Navy officers and Coast Gruard officers 
under identical circumstances. Now I do not know whose fault it is, 
perhaps Congress outgh to make the survey, itself. But it is true that 
there are many differences between your service and the Navy’s service. 
very comparable service, and as far as I know, they are all to your 
detriment. 

Maybe you do not have the personnel to make the study of the 
statutes, but somebody in the Department of Defense or somebody 
ought to be able to lend you some personnel where you can make such 
a study. I certainly hope with the challenge issued to you, that you 
get on it, because it is a very discouraging - thing to me to have this 
contiue over a period of years. I want to tell you when I write letters 
to the highest echelon in the Coast Guard I get back statements from 
them which acknowledge the differences and indicate no apparent ef- 
fort to change the situation. It is very, very discouraging to me, and 
I hope it can be corrected. 

Admiral Kenner. It is equally discouraging to us and ofttimes 
those differences are due to reasons over which we have no control. 
You see, in peacetime, sir, we are under the Treasury Department. 

Mr. Bennetr. For instance, your Reserve program is not anywhere 
near as good as the Navy’s, not comparable. You cannot encourage 
people to go into the Reserves. Yet letters I receive from the very high 
echelons indicate you are not trying to relieve it. I haven’t found out 
why you don’t want a program as good as the Navy. The only thing I 
can say that might excuse it is that you want to be an independent 
service. I can understand that. But why you do want to be as attrac- 
tive to the general population, I cannot understand that. 

Admiral Kenny. We would like to be as attractive, and I do not 
think that any desire to be an independent service is the reason for it. 
One thing is appropriations. 

Mr. Bennett. It is not all appropriations. I will shut up after this 
ilustration. But here is an illustration about dependent care that is 
a specific case, one of my constituents. A widow of a Coast Guard 
officer shot down under the same circumstances, her husband shot 
down under the same circumstances in World War IT as an officer in 
the Navy, and she ie 2 t receive any medical care, as a practical mat- 
ter. Maybe she can—I don’t believe she can even go to one of these 
public health hospitals. But as a practical matter she cannot get such 

care because there are no hospitals available to her. 

As a practical matter, she cannot get it. While an officer in the 
Navy can. Why legislation isn’t vigorously before Congress on such 
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a thing, I don’t know. I have introduced legislation on that subject 
to try to correct it. , 

Mr. Kitpay. There was a bill, I guess, in the 82d Congress, to have 
interchange of hospital facilities, and we did not get very far with it. 
We couldn’t get any steam behind it. But I do recall that the Com- 
mandant was very much interested in it and was attempting to push 
it here. 

Mr. Witson. That bill passed the Senate. 

Mr. Minter. You couldn’t get the steam behind it because there was 
too much friction put out in front of it by the other services who did 
not want to accept these people in their hospitals. 

I agree with Mr. Bennett, I think the other services should be the 
ones up for criticism. 

Mr. Bennett. I am not trying to criticize anybody. I am trying 
to bring about good results. 

Mr. Kirpay. I think a big part of it is a relatively small part of the 
Treasury Department, whereas the Navy is a department of its own. 

Mr. Harpy. You wouldn’t have had any trouble with the Bureau of 
the Budget, would you? [Laughter.] 

Admiral Kenner. May I be excused from answering that question ? 

Mr. Bennerr. Summarize it this way: it is none of my business, and 
I am not running the Coast Guard, but if I was, I would get somebody 
to analyze where the Coast Guard is discriminated against in the 
statutes, regulation, or on practical implication. I would present 
such a morale bill to the Congress of the United States to correct those 
things and start stirring some interest behind it. I think you would 
find the Navy would help on that. I do not think they would drag 
their feet. 

Admiral Kenner. We have always received the best of cooperation 
and consideration from the Navy, sir. 

Mr. Harpy. But you cannot send a bill up unless the Bureau of 
the Budget O.K.’s it. 

Admiral Kenner. They could have quite a bit of influence in those 
matters. [Laughter.] 

Mr. Kirpay. That isthe understatement of the year. 

Admiral Kenner. I don’t think I am quite prepared to discuss that 
proposition, sir. 

Mr. Kitpay. Mr. Gavin? 

Mr. Gavin. Getting back to periods of duty, in your statement you 
say “arduous duty as weather ships which participate in lengthy pa- 
trols; or lightships anchored offshore.” The question is how long are 
these ships out atsea? What is the period of duty ? 

Admiral Kener. The normal patrol of the weather ships from—— 

Mr. Gavin. For any ships of a similar nature, any position? 

Admiral Kenner. Well, the weather ships average probably a 
patrol of 35 days, up to—some of them in the western Pacific, 5 
months. 

The lightships of course are permanent and we try to rotate their 
crews. They generally get 1 week out of 3, I think it is about that, 
if it is possible to relieve them. 

Mr. Mirirr. I think you should stress “If it is possible to relieve 
them,” too, that is important. 
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Admiral Kenner. Well, our ships are small, and some of the places 
where the—the weather ships, for example, the one in Denmark Straits 
and up at the entrance of Davis Strait and the far North Atlantic, 
patrol on those can be pretty physically wearing. And men don't 
exactly enjoy it. 

Mr. Mitter. That is an understatement. 

Admiral Kenner. On your tenders and lightships their crews vary 
as to the needs of their station. Some of those can be a matter of a 
week and then some of them like in the Arctic and Bering Sea go up to 
a matter of months. 

Mr. Gavin. On these ships that you say that crews do not partic- 
ularly enjoy it, how long would they be at sea / 

Admiral Kenner. That normal patrol in the North Atlantic runs 
up into 40 days. Then they are in possibly 6 to 8 weeks, part of that 
is taken up in training programs away from their home ports. They 
have to do assistance work in the meantime, they have to take a turn 
at patrol and standby, and then they are gone again. 

Mr. Wirson. Getting back to Mr. Bennett’s discussion on the medi- 
cal care problem of the Coast Guard personnel, I have a situation in 
San Diego that is quite indicative of the problem there. We have got 
au small Coast Guard air station and a lot of naval installations includ- 
ing the largest naval hospital in the Navy. The nearest Public Health 
liospital is in San Francisco, and Coast Guard dependents cannot get 
hospitalization in this big Navy hospital with adequate beds because 
of the connection there. I know the Public Health Service is actively 
opposed to any move to try and transfer jurisdiction there of depend- 
ents of active duty personnel. The commandant of the Coast Guard 
air station says that it is his greatest problem—even more so than 
pay—the medical care of dependents, as far as reenlistments in the 
Coast Guard in that particular area. I have gone down to Public 
Health nad tried to work something out with them, but I do not think 
anything short of a duplication of services, whereby Coast Guard per- 
sonnel can be accepted in hospitals of other services, will ever solve 
that serious dependent program of the Coast Guard. Yet the Coast 
Guard cannot be the champions of the cause, they are under the Treas- 
ury, and they are committed to support the Public Health Service. 

Mr. Miniter. And where are the Public Health Service hospitals 
What are they under now ? 

Mr. Bennerr. Mrs. Hobby, I think. 

Mr. Witson. That is right, under a‘different agency completely. 

Mr. Buanprorp. I might say that this whole problem is going to be 
considered when we consider the medical dependent care legislation, 
it fits into the medical dependent care bill. | 

Mr. Bennerr. It isn’t just that problem, my problem is much 
broader than the health problem. Because there are many other places 
where the Coast Guard is not getting what it—— — 

Mr. Witson. It is trying to serve two or three masters. 

Mr. Kitpay. I want to tell you that the longer I am here the more 
admiration I have for your service. I am glad this came out and I] 
know it is going to be pleasing to your Commandant when he hears 
it. Part of my admiration has probably come from the things of 
which Mr. Bennett complains, the fact that you do not try for much, 
you take what you get and you seem to be happy about it. 
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Mr. Gavin. Mr. Chairman, would it be in order to have somebody 
from the Public Health Service come over here and explain to us why 
they do not cooperate ? 

Mr. Buanprorp. They are right here today. 

Mr. Gavin. Why don’t they explain that they do not cooperate in 
these instances with the Navy, where they have to go several hundred 
miles for medical care and attention when they have the Navy facili- 
ties than can be used to good advantage, and effect savings in trans- 
portation and other incidentals. 

Mr. Kixpay. If we do not have a roll call before we get to them, we 
are going to hear the Public Health Service. 

Mr. Wirson. Are we going to get into that problem under the medi- 
cal care bill? 

Mr. Kizpay. Yes. I hope we do not take too much time on it. It 
isn’t too germane to this bill. I would have to sustain a point of order 
to it, because it belongs in another bill. But we thank you, Admiral, 
for coming over. 

Admiral Kenner. Thank you. 

Mr. Buianprorp. Mr. Johnston is here from the Public Health 
Service. 

Mr. Kizpay. Mr. Johnston. 

Mr. Jounston. Mr. Robert Johnston, Division of Personnel, Pub- 
lic Health Service. 

Mr. Chairman and members of the committee, I did not come today 
with any prepared statement. I have listened to the excellent testi- 
mony that has gone on in the past sessions, and I really do not believe 
that the Public Health Service without taking up the time of the 
committee could add anything to the excellent testimony that has 
already been presented and I know will be presented on the bill. 

I can say that our problems are akin to those of the armed services 
and the Coast Guard, and I have listened to problems that have been 
raised and can say that those problems do exist in the Public Health 
Service, and that the Public Health Service and the Department of 
Health, Education, and Welfare is in entire accord with the principles 
of the bill. 

Mr. Kitpay. Thank you, Mr. Johnston. 

Are there questions? 

Mr. Bennett. I receiver a letter recently urging that we do some- 
thing about bringing back the Coast Guard—I mean the Public Health 
officers, in the field, of giving them military titles and integrating 
them into the Department of Defense. I do not know what the issues 
are, for or against. But could you give me information on that? 

Mr. Jounston. Yes; I talked on that resolution to the State and 
Territorial Health Officers Association, I talked with someone in your 
office on that, sir. 


I do not know what the origin of the resolution is. I can say this, 


there is presently under consideration a proposal to extend the cur- 
rent authority of the President to declare the Commission Corps of 
the Public Health Service to be a military service. 

Now that existing authority is a wartime authority. The proposal 
which is currently under consideration in the administration would 
extend the current authority to times of national emergency. 

Mr. Mitier. And that would take care of the present situation and 
assume the orderly, or properly staffing, for instance, of the uniform 
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Medical Service, the Public Health Service, to carry out the great 
functions that we have given to them. 

Mr. Jounston. It would, Mr. Miller. 

Mr. Miter. Building the Institutes of Health out here, that pres- 
ently the program could be jeopardized for the want of medical per- 
sonnel that would be attracted to the other services in order to get out 
from under. 

Mr. JoHnston. Our Research Branch of the Public Health Service 
is our fastest growing branch at the present time. 

We have the Medical Care Branch and what you call the preventive 
medicine or public health branch, and the research. They have each 
gone through their cycle, we first sat it out with medical care, then 
the field of public health, and now the research is the big item in the 
Public Health Service today. 

Mr. Mitier. Mr. Chairman, I think this is in about the same cate- 
gory as the previous, it is not pertinent to this bill but it is something 
I think that the Congress is vitally interested in and that we should 
take a look at it. 

Mr. Buanprorp. May I ask a few questions? 

How many people in the Public Health Service, commissioned of- 
ficers, draw pay under the Career Compensation Act ¢ 

Mr. Jonnston. They all draw pay under that act, some 2,500. 

Mr. Bianprorp. Of those, how many are medical officers ? 

Mr. Jounston. I would say about 50 percent of those are medical 
officers. 

Mr. Bianprorp. Approximately 1,250. 

How many of those are regular members of the Commission Corps 
of the Public Health Service? 

Mr. Jonnston. Of the physicians ? 

Mr. Buanprorp. Yes. 

Mr. Jonnston. I would say probably about 50 percent. 

Mr. Bianprorp. So you have approximately 600 regular and 600— 

Mr. Jonson. 600 Reserve medical officers. 

Mr. Buanvrorp. And when a doctor is faced with induction as a 
physician under the doctor’s draft law, does an individual have the 
choice to elect the Public Health Service as he does one of the branches 
of the armed services ? 

Mr. JoHnston. Yes. 

Mr. Bianprorp. When he makes an indication that he wants Pub- 
lic Health, his application is processed and if there is a vacancy he is 
ordered to duty with the Public Health Service. 

Mr. Jounston. That is correct. And his service with the Public 
Health Service satisfies his service under the Universal Military Train- 
ing Act. 

Mr. Bianprorp. Yet he may be assigned to some duty that has no 
relationship whatsoever to the Armed Forces. 

Mr. Jounston. You mean the Army, Navy, or Air Force? 

Mr. Bianprorp. I am thinking that he may end up treating nar- 
cotics, in a correctional institution, something of that nature. 

Mr. Jounsron. That is true. 

Mr. BLanpForp. But nevertheless, he has made that choice himself? 

Mr. Jounston. That is true. 

Mr. Buanprorp. And in that way, he can fulfill his obligation under 
the doctor’s draft law. 
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Mr. Jounson. But on the other hand, he may end up on a Coast 
Guard vessel. 

Mr. Bianprorp. That is correct. 

Nor would you also tell me what benefits commissioned officers of 
the Public Health Service are not now entitled to since they are no 
longer, since the end of the war, no longer a member of the Armed 
Forces? 

Mr. Jounson. Yes, the President in his health message to the Con- 
gress stressed the inadequacy of the survivors health benefit program 
applicable to commissioned officers of the Publis Health Service. To- 
day I can state that we have a far from adequate survivor benefit pro- 
gram for officers dying on active duty. We are of course under the 
Contingency Option Act which is the survivor benefits for officers 
dying after retirement. 

I am hoping—and I can say this here—Mr. Hardy, chairman of the 
select committee, who probably knows a little something about this 
too. The Secretary sent a letter to Mr. Bates when he was chairman 
of the committee, in December, outlining the inadequacy of the sur- 
vivor benefit program of the commissioned officers of the Public 
Health Service. 

Mr. Buanprorp. You are not covered by Veterans’ Administration 
benefits except if the officer is serving with the Coast Guard, is that 
correct ¢ 

Mr. Jounstron. They are entitled to VA benefits only while serving 
or because of service with any one of the Armed Forces. 

Mr. Buanprorp. In other words, if a Public Health Service doctor 
is injured or killed while serving with one of the Armed Forces, then 
his dependents are covered ? 

Mr. Jounston. He would get death compensation and death gratu- 
ity, but if he dies just on plain Public Health duty today 

Mr. BuianpForp. Then he is covered by federal employee compen- 
sation benefits ? 

Mr. Jounston. He gets federal employee compensation benefits on 
a casual relationship basis. 

Mr. Bianprorp. On an proximate cause basis? 

Mr. Jounston. Yes. 

Mr. Buanprorp. In other words, if he is injured and dies from the 
injuries he is covered, but if it is a disease it must be the proximate 
result of the performance of active duty ? 

Mr. Jonnston. Yes. 7 

Mr. BLanprorp. So in some cases he is entitled today to the far 
greater benefits of FECA. On the other hand, it must be a direct 
cause from disease or must be an injury which causes death, but the 
benefits that he does not get unless serving with the Armed Forces are 
the VA benefits which are not payable concurrently with FECA bene- 
fits, and death gratuity benefits. How about burial expenses? 

Mr. Jonnston. We are under the burial act that the Congress en- 
acted. : 

Mr. Branprorp. So what it boils down to is VA benefits, particular- 
ly, in those cases where FECA are not applicable; in that case, he ends 
up with no benefits. 

Mr. Jonnston. I would like to say that our experience has been that 
the survivors of only 16 percent of our officers in the past 13 years 
have had allowable employee compensation claims. 
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Mr. Bianprorp. That is employee compensation claims ! 

Mr. Jounston. Yes. 

Mr. Buanprorp. How many of those have had VA claims? 

Mr. Jounson. Of course, while we had military status—that is 
just on an on-line-of-duty basis—and during that period, of course, 
there were a great many that had allowable death compensation claims 
from the VA. But today, for death on active duty there are no such 
claims with the VA, unless they can trace it back to some kind of an 
injury that was initially incurred prior to the time we lost military 
status. 

Mr. Bianprorp. Thank you. 

Mr. Kitpay. This would be a good point at which to announce that 
on Monday Mr. Hardy’s committee of which Mr. Bates and I are also 
members will meet to get started on the survivors’ benefits. 

Mr. Bares. We will never get finished, Mr. Chairman. 

Mr. Kitpay. Therefore, this committee will not meet on Monday, 
not tomorrow, but will meet Tuesday, Wednesday, and Friday of next 
week, 

Mr. Wirtson. What sort of a retirement program does the Public 
Health Service have, and will it qualify under this scale ¢ 

Mr. Buanprorp. They are paid—Public Health Service, Coast and 
Geodetic Survey, and Coast Guard, not being members of the armed 
services are paid along with the Army, Navy, Air Force, and Marine 
Corps under the Career Compensation Act because there is a phrase 
in that law which applies to all of them and that is the phrase “uni- 
formed services.” 

That is the way all of these organizations that perform any type of 
military service come under the Career Compensation Act. 

The difficulty is that the Public Health Service is not a branch of 
the Armed Forces. 

The Coast and Geodetic Survey is not a branch of the armed serv- 
ices, and the Coast Guard, if I recall correctly, while a part of the 
Armed Forces, is not a part of the armed services, but is part of the 
uniformed services. 

Therefore, they come under the Career Compensation Act. 
| Laughter. | 

Mr. Kinpay. Is there someone here from Coast and Geodetic Survey 
this morning ? , 

Captain Rrrrensure. I am Capt. I. E. Rittenburg, sir. I have no 
prepared statement. 

Mr. Kitpay. What is the name, please / 

Captain Rirrensure. Captain Rittenburg—L. E. 

Mr. Kinpay. Will you go ahead in your own way / 

Captain Rirrensure. I appreciate the opportunity to speak for 
the Coast and Geodetic Survey. We have no prepared statement. In 
fact, we have nothing to add to the previous testimony. We have 
been in close contact with the, with Admiral Grenfell office, we have 
given him a very short statement to the effect that we have gone over 
the provisions of the bill, we have essentially the same problems inso- 
far as our commissioned officers are concerned and we are in accord 
with the objectives and we hope that it will be enacted. 

Mr. Bianprorp. May I ask this for the record : How many people in 
the Coast and Geodetic Survey are paid under the Career Compensa- 
tion Act? 
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Captain Rirrensurc. We have an authorized strength of 185. 

Mr. Buanprorp. What is the actual strength ? 

Captain Rirrensure. 170, today. 

Mr. Buanprorp. And do you have the same problems as the Public 
Health Service, are you no longer serving in time of war? 

Captain Rrrrensurc. We have never been considered an armed 
service. 

Mr. Buanprorp. I see. 

Captain Rrrrensure. The Congress passed a bill during the war 
making us an armed service, but it was vetoed by the President. Why, 
I don’t know. 

Mr. Buanprorp. I have no further questions. 

Mr. Kinpay. Any further questions of the captain ? 

(No response). 

Mr. Kitpay. The committee, as I said, will not meet on Monday, 
the survivors’ benefits committee is meeting then. But we will meet 
Tuesday and will be ready to begin the section analysis with the rep- 
resentatives of the Department on Tuesday at 10 o’clock in this room. 

We will adjourn now until Tuesday at 10 o’clock. 

(Whereupon, at 11 : 23 a. m. the subcommittee adjourned.) 
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CAREER INCENTIVE ACT OF 1955 


TUESDAY, FEBRUARY 22, 1955 


Houser or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Suscommi1rTee No. 2, 
Washington, D.C. 

The subcommittee met at 10 o’clock a. m., the Honorable Paul J. 
Kilday, chairman of the subcommittee, presiding. 

Mr. Kitpay. The committee will be in order. 

We will take up again this morning H. R. 2607. We begin the 
section analysis of the bill with Captain Martineau. 

Go right ahead, Captain. 

Captain Martineau. Mr. Chairman and members of the committee, 
it is a very real privilege for me to be here again before this com- 
mittee. 

Mr. Kipay. Fine. 

Captain Martineau. I am here today representing the joint service 
group, a task force we have called it, whose task has been to prepare 
the necessary preliminary studies and analyses for assisting your 
committee in its consideration of this bill, H. R. 2607. 

The Secretary of Defense named Rear Adm. E. W. Grenfell to be 
chairman of this special task group. The senior representative for 
the Army has been Col. FE. L. Brinckman. 

For the Air Force, Col. F. P. Corbin, and for the Marine Corps, 
Maj. J. R. Stockman. 

Additional service representatives have also been working with this 
task force and will be available throughout the hearings. 

In an effort to facilitate the hearings and to save time in presenting 
the bill, the services have agreed to have one representative speak for 
them all, wherever practicable. 

But, where intricate points arise involving any particular service, 
its own expert representatives are here to help me out and to furnish 
additional information that the committee may desire. 

Proceeding now with the bill: Section 1 of the bill contains the 
proposed title, which is the Career Incentive Act of 1955. 

Now, the urgent need for this bill has already been brought before 
your committee. But it may be helpful at this time to review very 
briefly some elements of the critical personnel situation faced today 
by all of the services. 

First, we are losing our trained and experienced young officers and 
key enlisted personnel at a prohibitive rate. Because of these ex- 
cessive losses, the experience and skill levels are falling below the 
required standards. 

We are able to replace these losses numerically, but we must do so 
with young experienced officers and new recruits. 

This is bound to have adverse effects on our combat and operational 
readiness. 
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And it greatly increases the burden and expense of our training 
facilities. 

Furthermore, It is producing a tremendous volume of personnel 
turnover, resulting in an excessive number of transfers and related 
change of duty assignments. 

Now, to illustrate some of these conditions, Mr. Chairman, and to 
show the real need for providing some form of added career incen- 
tive, I believe the committee may be interested in having a few typical 
but very significant facts. 

The first of these I would like to point out is that during the 2 
fiscal years, 1954 and 1955, the total number of officers and enlisted 
men in all of the armed services who by June 30 of 1955, the coming 
June 30, will have completed their obligated service and have chosen 
to return to civilian life, that number will be in excess of 1,560,000. 

I would like to point out, Mr. Chairman, that that does not repre- 
sent our total losses. That merely represents the number of officers 
and men who have completed the required period of service and have 
reached the point where they must make the decision to return to 
civilian life or to continue on active service on a voluntary basis. 

Now, during this same period those 2 fiscal years, 1954 and 1955, the 
sum of the total gains and losses, what we usually refer to as person- 
nel turnover, or the number of officers and men coming and going, to 
and from active duty, will be in excess of 4.350,000. 

I would like to point out that that includes our entire losses, from 
all causes. That is attrition, deaths, disability; it also includes all 
expirations of enlistment and periods of obligated service. 

But it nevertheless, as you can see, does represent a rather stagger- 
ing number. 

Now, the man who leaves active duty on expiration of his service 
has usually acquired considerable experience and usefulness, and he 
cannot be replaced on the job by a new man who is just then coming 
to active duty. 

Therefore, oftentimes a third man must be moved and made avail- 
able to replace him. And this gives some idea of the magnitude of 
our transfer and rotation problems. 

Mr. Bianprorp. May I interrupt to inquire of Captain Martineau 
about these figures, because they are very astounding figures ? 

In 2 fiscal years 1,560,000 individuals will leave the service volun- 
tarily, having completed their obligated service or having chosen not 
to reenlist, either way. 

Now, the total gains and losses for those 2 fiscal years is 4,350,000, 
which is a movement of bodies into or out of the service, for all causes, 
that is for any reason that they come on active duty or leave active 
duty. Now, subtracting 1,560,000 which are your more or less volun- 
tary losses, leaves a total of 2,790,000. That is almost twice as much 
intake as outgo. How do you make up the discrepancy between the 
2,790,000, which is left after you subtract the 1,560,000, who are leav- 
ing the service ? 

Captain Marttneav. Well, Mr. Blandford, I really don’t think the 
two are strictly compatible, and cannot be compared arbitrarily. 

I mentioned that 1,560,000, which as you correctly pointed out are 
those people whose period of obligated service has expired and they 
have elected to return to civilian life. 
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Now, in addition to them there are others, a smaller number, of 
course, whose period of service expired, and they chose to stay on. 
That number isn’t large enough, that is one of the reasons we are here 
today. But there are some. 

Now, the total loss is from all causes. 

Mr. Bianprorb. That is what I wanted. 

Captain Martineau. The total losses from all the services, officers 
and men, is 2,487,000. 

Mr. Buanprorp. For 2 fiscal years? 

Captain Marrineav. For 2 fiscal years. That includes what has 
actually occurred up to the 30th of November and what is estimated 
will occur between the 30th of November, last, and next June. 

Mr. Bianprorp. In other words, with an armed force of approxi- 
mately 3,500,000, which was approximately the size during the period 
we are talking about, you lost 2,487,000 ¢ 

Captain Martineau. That is right. 

We either lost or stood to lose, because I must point out that in that 
loss are those men who did ship over; but they did have an expiration 
of service. It doesn’t include any Regular officers, for instance. 

Mr. Bianprorp. Even with 400,000 reenlistments during that period 
which would be approximately 20 percent of the 1 million each year, 
you would still have a turnover of—for practical purposes—out of 
every 31% soldiers you see walking down the street or people in uni- 
form, 2 of them will be le: wing thes service. 

Captain Martineau. Will be leaving the service. 

Mr. Biranprorp. In every 2 fiscal years / 

Captain Marrinrav. That is right. 

Mr. Buanprorp. So you have a—practically a 60 percent turnover 
in the Armed Forces every 2 years. 

Captain Martineau. Either have it or we stand to have it. 

Mr. Harpy. Let me see if I can understand that, Mr. Chairman. 

Mr. Kinpay. Mr. Hardy. 

Mr. Harpy. I don’t quite understand this figure of 2,487,000 which 
you said would represent the total losses ; is that right ? 

Captain Martineau. Yes, sir. 

Mr. Harpy. Did I understand you to say that some of those shippea 
over ¢ 

Captain Martineau. That is right. 

Mr. Harpy. So that actually they didn’t all represent losses, some 
of them were reenlistments ¢ 

Captain Martineau. Some of them were. 

Mr. Harpy. Were they counted twice, in your total of 4,350,000 ? 

Mr. Wirson. Coming and going. 

Captain Martineau. That is right. Because we also picked them 
up asa gain. 

Mr. Harpy. You lost them and you gained them, although they 
might have actually been on duty for 8, 10, 15 years ? 

Captain Marrineav. That is absolutely right, sir. 

Mr. Witson. So again these figures don’t mean much. They area 
little hard to interpret. The 4,350,000 figure, actually doesn’t mean 
anything to me, because you have too many factors in there that don’t 
represent actual losses. The fact of the matter is you would have to 
divide your 4,350,000 by 2, assuming that you had the same total pop- 
ulation at the beginning and at the end in order to get what your 
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turnover figure is. Because where you take your going and coming, 
counting them twice, certainly in my type of thinking it gives you 
an erroneous figure. 

Mr. Buanprorp. The significant thing though is that if you dis- 
count your total losses to the extent of your reenlistments and I think 
you can do that conservatively by subtracting approximately 487,000 
from the 2,487,000 total losses, it still gives you a total loss of 2 million. 

We know we are going to lose an estimated 1 million people, eligible 
to leave the service this year. So if we say there has been a turnover 
of 2 million in the Armed Forces in the last 2 fiscal years, at a time 
when the Armed Forces were at approximately 314 million 

Mr. Harpy. This thing looks bad enough when you put it in the 
kind of language I can understand, but when you put it in this kind 
of language it doesn’t mean anything to me. 

That is what I am talking about. 

If you get the thing on the basis of figures that the average indi- 
vidual can understand, I believe I am average, but if I can follow this 
kind of calculation 

Captain Martineau. This may help clarify it. This total loss fig- 
ure that I have called a total loss figure, 2,487,000 

Mr. Mitier. Total more or less, you qualify that, loss or stood to 
lose, you say. 

Captain Marrinrav. That is right. 

Here is what it includes. It includes all expirations of enlisted 
men. It includes all those officers whose term of obligated service 
ended. 

It includes attrition from all causes, deaths, retirements, discharges 
for whatever reason. It includes early releases, involuntary sepa- 
rations, and it includes also the number of enlisted men who become 
officers. 

It is perfectly true and I do not want to create the impression that 
this loss represents in all cases a Joss to the armed services, but it does 
represent a turnover and it represents a number that is a potential 
loss. 

Mr. Harpy. It doesn’t really represent a turnover, Captain. 

Now, it seems you are arguing against yourself. You have been 
talking about loss in experience, because these fellows after they are 
trained they complete their obligated service and get out. 

That is a loss. 

But where you get one who has completed his obligated service and 
he reenlists you haven’t lost anything, you have gained the experience 
and the training that you have built up in that fellow, and to include 
him in this turnover here, that kind of a fellow, or those who may 
have gone out of your enlisted ranks, and officers, a few of them, to 
include those in this figure is totally misleading. 

Mr. Bianprorp. How many people, bodies were separated or dis- 
ch: = ged from the armed services in fiscal 1954 ¢ 

Captain Martrneav. Actual separations ? 

Mr. Bianprorp. People who left the service, not enlisted men who 
became officers, I mean people who said that is enough, I have had it, 
I am going home. 

Captain Marrrneav. Including those 

Mr. Bianprorp. Retirements. In other words, number of people 
who left the service in fiscal 1954. 

Captain Martineau. Voluntarily. Do you want to include deaths? 
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Mr. Bianprorp. You would have to include everything. 

Captain Marrineav. It would be then the 1,560,000 figure that I 
gave you, plus deaths. 

Mr. Bianprorp. That is for 2 fiscal years 

Captain Marrrneav. Yes. 

Mr. Branprorp. How many people left the service in fiscal 1954 
voluntarily, we will say, and that would exclude de: vy since a few 
of a would leave voluntarily that way. 

Captain Martrneav. I don’t believe I have that in exactly the 
form you want it. 

Mr. Kirpay. You can supply it for the record ? 

Captain Martineau. Yes. 

(The figures follow :) 


Officers and enlisted personnel voluntarily leaving the services, fiscal year 1954 
{Nearest hundred] 


l j | 
| Department 
Army Navy /Air Force} 








Marine 
ae yess of Defense 
| Corps total 
— dati tedaabilsst | > quees bs ane ee: See = 
Officers mS wiisednnpuscwbwansopdelel aT “see 13, 000 1, 400 42, 500 
Enlisted__- sc aflame eke - ; -| 420,800 | 104, 700 84, 800 105, 300 715, 600 
Total officers and enlisted 


es Se ET oe ye © 434, 600 | 119,000 | 97,800 | 106, 700 758, 100 








Total des and ow ead voluntarily Sadia the services, 758,100. 

This total does not include personnel separating to civil life who reenlisted 
within 90 days, attrition losses, involuntary separations, or transfers between 
categories and between services. It does include voluntary resignations of 
Regular officers. 

Mr. Wixson. I think the captain stated that he was trying to point 
out the magnitude of the problem caused by these dislocations and 
reassignments. It wasn’t an attempt to try to say they lost 4 million 
people. It is just to show that there is a real problem in the services 
today and having to reassign them and completely disrupt the mili- 
tary 

Mr. Kitpay. Personnel disruptions is what it is. 

Captain Martineav. I would like to add one more word on that, 
Mr. Chairman. I introduced this figure, well knowing that it is a diffi- 
cult one to understand. But I didn’t introduce it, as suggested here 
this morning, to produce any confusion at all. It is a figure that per- 
sonnel planners must use and it is important for this reason : 

It does include reenlistments, yes, but the condition that we have 
today our reenlistment rate is falling—not only of the new men, but 
of the experienced men, the people in their second, third, reenlistment, 
whom we normally would expect to reenlist at the rate of around 70, 
70 percent. 

That reenlistment rate has fallen off to as low as 50, even down into 
the 40 percent. So where these numbers are going to expire in the 
future, the planners have got to take that into consideration and say: 

Unless something is done to stop this trend, we have got to assume 
that those people are going to go, too. 

Mr. Harpy. I certainly don’t want to minimize the seriousness of 
the low reenlistment rate. I appreciate that. 

But when you come in here with a figure—with a fictitious figure 
insofar as a lay mind is concerned, if it means something to you, use 
it, but don’t bring it in here to confuse the — 
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Mr. Hvuppiesron. Captain, if every man in the service reenlisted 
then those figures would look that much worse ? 

In other words, your total would be that much higher if every man 
reenlisted. 

Captain Martineau. Not quite, sir. Because if every man reen- 
listed we wouldn’t have to take in so many new men. In addition to 
those losses, we have gains, we have 1,800,000 gains. These are re- 
cruits, When a man reenlists that means we don’t have to recruit a 
new man to maintain the ceiling which we are doing. 

The trouble is we are maintaining our ceiling with too low an expe- 
rience level. If we havea high reenlistment rate that reduces the num- 
ber of men we must take in at the bottom. But however it turns out, 
we are going to maintain that number as long as we have the selective 
service law. 

Does that answer your question ? 

Mr. Huppiesron. Yes. 

Mr. Kinpay. Let us go ahead, here. 

Captain Martineav. Another fact, sir, during 1954, the number of 
Bestia career officers who resigned their commissions equaled some 
175 percent of all of the graduates in that year, 1954, from the two serv- 
ice Academies. 

Mr. Kitpay. You don’t expect your service Academies to produce 
more than 50 percent of your career officers anyway. 

Captain Martingav. That is right, sir. 

But I just wanted to point out that we are losing officers faster than 
the Academies can turn them out. 

Mr. Kirpay. That is only one source of supply. 

Captain Martineau. That is absolutely true. 

We cannot possibly furnish all of the officers we need today, the 
armed services being the size that they are, from the Academies. 

Mr. Kitpay. That is not our plan. 

It is planned to get 50 percent from the service Academies, 50 per- 
cent from other services, ROTC, land grants, and so forth. 

Captain Martineau. That is true. 

But we graduated from the Academies in 1954, some 1,490 men. 
New officers. We lost by resignation during the same period, 2,460 
officers. 

Mr. Kanpay. Academy graduates were in that ? 

Captain Martineau. A goodly number, sir, they were not all 
Academy graduates. 

Mr. Bennett. How long are you required after you graduate from 
an Academy to stay in the service? 

Captain Martineau. In the Navy it is 4 years and the Army and 
the Air Force, 3 years. 

Mr. Bennerr. Do you mean to say in the Army you can get 4 years 
of education and serve 3 years afterward and you are out ? 

Mr. Bianprorp. Youcan submit your resignation. 

Captain Martineau. That depends on conditions. Until recently 
they were not accepting resignations. Resignation policy changed 
only this year, fiscal 1954. That varies by administrative action. That 
is the present situation, sir. 

Mr. Harpy. On this 50-50 basis that Mr. Kilday just called atten- 
tion to, if you lost 2,460 officers you are supposed to be able to get 

1,230 from the Academies and 1,230 from somewhere else, aren’t you? 
Replacements? 
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Captain Martineau. I am most familiar with the Navy input 
problem. 

Mr. Harpy. You are supposed to get half of them from the Acad- 
emies and half of them from other sources, that is the general policy. 

Captain Martineau. Yes. 

Mr. Harpy. If you didn’t lose but 2,460, then 1,230 should have come 
from the Academies. You had 1,490 from which to get the 1,230, 
according to my arithmetic, Captain. 

Maybe that is bad. 

Captain Martineau. Well, we are losing officers for other reasons 
than just resignations. Those 2,460 resignations represented a loss 
of valuable experience and training. We still need the 1,400 officers 
from the Academies. 

Mr. Harpy. Then a better figure to use would be your total losses. 

Mr. Huppteston. Do you have the figure, the total losses from 
death, resignations, and every source ¢ 

Captain Marringav. We haven’t got it calculated quite that way. 
I am going to furnish that, the actual losses. 

(The figures follow :) 


Losses to civil life, fiscal years 1954 and 1955 (cxcluding reenlistments within 
90 days) 
[Nearest hundred] 





Marine | Net losses, 
. fiscal years 
| 1954-55 


Army Corps 


Officers e 66, 700 30, 500 35, 200 8, 000 140, 400 
Enlisted and officer candidate --_---~--- 1, 137, 400 | 335, 100 324, 000 166, 700 1, 963, 200 


1, 204, 100 365, 600 359, 200 174, 700 2, 103, 600 
| 


Total losses to civil life, fiscal years 1954 and 1955 are 2,103,600. 

Includes separatees from active military duty for all causes, including death. 
Does not include reenlistments within 90 days after separation or transfers 
between categories and between services. 


Mr. Kitpay. As far as incentive pay, Career Incentive Act pay, is 
concerned, resignations is the figure we need. 

Captain Martineau. Resignations; yes, sir. 

Mr. Kixpay. Resignations from our Regular corps would give you 
some indication as to whether or not something was wrong in the 
services. 

Captain Martrngav. And that is the 2,460. 

Mr. Kinpay. If they died or got court-martialed, you can’t help that. 
If he voluntarily resigned, that is the figure we need. 

Captain Martineau. That 2,460 figure is actual resignations. 

Mr. Kizpay. Of Regular officers ? 

Captain Martrngav. Yes, sir. 

Mr. Mutter. I would like to also get the figure of the number of 
people during any fiscal year or any 1 year, any 1 period, who 
are graduates of the Academy that resigned immediately after the 
term, the fixed term that they must serve. 

Mr. Kitpay. I understand the figures are available here of grad- 
uates by years, I believe; isn’t that correct ? 

Captain Martrngav. That is right, sir, we have that. 

Mr. BLancnarp. I have the answer to the questions. 

Captain Martineav. I have them here, too. 
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Mr. Buanprorp. The number of resignations, the question was asked 
sometime ago, since November 1949, what has been the resignations 
rate by year of graduates of the two service academies, and the answer 
is the resignation rate of graduates from the Military and Naval Acad- 
emies has been computed by applying the number of resignations of 
such graduates to the average number of graduates on duty during 
the year indicated who were eligible to apply for resignation. And 
that would be after 3 years in the Army and after 4 years in the Navy. 

In the Army from November of 1949 to June of 1950 there were 77 
resignations, at a rate of 0.69 percent, fiscal 1951 there were 7, for a 
very low rate. 

Of course, from 1951, 1952, and 1953, the rate was practically nil be- 
cause they weren't allowed to submit their resignations. But in fiscal 
1954 the number rose to 225, or 2.448 percent of the total number of 
Academy grads on active duty in the Army. 

Mr. Miter. That is a percent of active duty. What I was after was 
trying to follow through, now that it is available, some one class, these 
later classes. 

I would like to know why we send a man to these Academies at a 
cost of several hundred thousand dollars before you get through, to 
the taxpayers, and then why he gets out after 3 years or 4 years. 

Maybe we had better quit appointing some of them. I haven’t 
filled all my appointments for that reason. I get suspicious of them. 
I don’t think the Government should give some young man a free 
education unless he is going to have some obligation to serve. If we 
follow through some one class, the number of people, not the over- 
all 

Mr. Kizpay. There are two types of classes that you would have to 
follow. You would have to follow the classes which came in, say from 
1939 on, when there was a reasonable prospect of military service not- 
withstanding his own desire about it. 

And some typical class when there was no compulsion, or prospec- 
tive compulsion. 

Mr. Mixer. That is right. 

Captain Martineau. Mr. Miller, I would like to mention that I 
have been interested in exactly the same problem that is in your mind, 
and in an effort to get some insight into it, on this task force, I re- 
quested each of the services to make available to me a number of resig- 
nation letters. I wanted to find out why these people were resigning. 

And the answers were very revealing. In many cases I found out 
that these young men entered the Academy in perfect good faith, the 
great majority of them did, to serve a career in the Armed Forces or 
at least give it a good try. 

But during recent years the conditions have been such that they 
have been disillusioned, changed their mind, life in the civilian world 
is too attractive, and they do not feel that life in the military is worth- 
while, according to the way they look at it, and that is why we are 
losing them. 

Mr. Mutter. Of course, I don’t know that I can buy that, Captain, 
from my own thinking. 

I think maybe the Academies are at fault. We heard the Marine 
general come in here and boast about the esprit that they put into 
their corps. And when you have these young men in the period in 
which they can be molded and you have from 4 to 6 years, you cer- 
tainly ought to be able, the Academies, to bring to light during that 
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period whether or not these men are sincere in their desire to remain 
in the service. 

You ought to be able to inoculate them with sufficient desire to 
serve. Now, have the Academies failed in that respect ? 

Have they become a little mercenary? Has part of this thing that 
has affected these young officers been the griping of older officers, that 
has inoculated in them the feeling that we haven’t any future in this 
thing and the best thing I can do is to get out ? 

Mr. Kirpay. We are getting into a great deal of speculation. 

Mr. Miter. It may be, Mr. Chairman. But I don’t think you can 
resolve this problem on poor figures. It is all speculation. 

Mr. Bianprorp. I wonder if I could take a moment to give an illus- 
tration of an incident in Key West. 

I happened to be down there, I had breakfast with some young 
lieutenants who had submitted their resignations and therefore were 
for practical purposes on no-duty status because they were going to 
leave in a week or 10 days, and they didn’t know who I was- -and 
vared less, as far as that was concerned. 

But in other words, they didn’t know I had any connection with the 
committee. And I asked one of these boys in particular why he was 
leaving. He had a Naval Academy ring on. And he told me this 
which I think is worth repeating: He s said, “Several months ago my 
skipper, who is a commander, invited my wife and I to have dinner 
with them.” He said, “We got ready and he gave me the address of 
his home in Key West,” he was aboard ship so he was not entitled to 
quarters. 

There not being any quarters down there to speak of anyway. 

They had to go out and rent a place to live in in Key West and they 
drove up to the house; at first they thought they had the wrong ad- 
dress, didn’t even want to get out of the car because of the shabbiness 
of the place they were going into. 

They finally got into the house. Here was a commander, and the 
food that was served was quite mediocre, the beverages that were con- 
sumed were of the cheapest type, there was no part-time help, but 
there was every indication of austerity in the home. And on the way 
home, this is what the young lieutenant told me. He said: “On the way 
home, my wife said to me, look—that is what you have to look forward 
to 12 years from now when you get to be a commander.” 

“Tf you can’t do better than that on the outside you ought to quit 
and now is the time to quit to go on the outside because when you get 
to be a commander that is the kind of a life we are going to be living.” 

I don’t know of any better illustration than that to indicate w hy a 
lot of these young men in the service who look to the officers, presum- 
ably senior officers, and see their level of livi ing and they take one look 
at it and say, “No indeed, I will go to work as an assistant teller in the 
bank because at least I can aspire to $40,000 or $50,000 a year, I may 
not make it, but I can aspire to it.” 

But the best I can aspire to here in the service is a life of austerity. 

Now, I mention that because it made quite an impression on me. I 
wouldn’t be surprised if there are a lot of young men in the service 
today who are thinking exactly along those lines. 

Mr. Kizpay. Let me suggest, gentlemen, that we here get the figures, 
statistics, and then attempt to equate them to what causes there 
may be. 

(The matter referred to is as follows :) 
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Mr. Kivtpay. Go ahead, Captain. No 
Captain Marrrneavu. To proceed, Mr. Chairman, a recent study Com 
I conducted in the Navy shows that 67 percent of all of the enlisted vear. 
men in the Navy today have less than 4 years’ service experience. * Th 
The other services have similar experience profiles. Th 
The Army, for example, 80 percent of its enlisted personnel have 1908, 
less than 4 years of service. of m: 
Another point, during the year 1954, of all of the Reserve officers Th 
in the Air Force who were on active duty and eligible for appoint- of th 
ment to fill existing vacancies in the Regular Air Force, of that num- of co 
ber only 6 percent made application for regular commissions. An 
In the Navy during the same year only three and a half percent strue 
of the eligible number made application to become a career officer pay | 
in the Navy. attra 
Now, personnel surveys conducted by the services have indicated tions 
that pay is by far the most important factor in improving the attrac- It 
tiveness for services careers. to se 
The Army, for instance, had a survey conducted by George Wash- Ne 
ington University, of a significant sampling of men, and they indi- orig 
cated, 68 percent of them, that pay was the most important factor 1948 
in electing a service career. CK 
The Air Force, in a survey conducted in November of 1953, 62 per- thev 


cent indicated that pay was important—the most important. 

Now, to proceed to section 2 of the bill, Mr. Chairman: That pro- 
vides for amending the Career Compensation Act of 1949. cent 

Clause 1 of this bill would amend section 201 (a) of the Career tion 
Compensation Act. i 

Mr. Bianprorp. May I suggest to the committee they turn to page 
48 of the booklet, where you have a comparison of the present pay 
with that proposed, to give you the percentage of the proposed in- and 
crease. I 

Captain Marrineav. I will point that out, Mr. Chairman, very dut: 
shortly here. We have a series of slides that I think may assist the 
committee in seeing how this table was developed and will also com- 
pare it with present pay. 

This bill provides entirely new pay tables of course for warrant 
officers, officers and enlisted persons. 

And it would provide selective pay increases to officers having more 
than three years of services, and to warrant officers and enlisted hav- 
ing more than 2 years’ service. Since the aim of the bill is to make 
it more attractive for personnel to volunteer for longer periods of 
active duty, no increases over present pay are rec ommended for those 
officers and men who are serving their periods of obligated service, 
namely the officer with less than 3 years, and the enlisted man with 
less than 2. 

The increases provided in these new recommended tables are based 
upon two principal considerations: First, it would provide an im- 
mediate substantial increase in pay for those who elect to remain 
beyond their obligated service period; and, secondly, it seeks to pro- 
vide other substantial increases at later points of service. So as to 
provide greater incentive to remain in the service on a career basis. 
Both the present and the proposed pay tables have as their basis 
the pay scales that were first recommended in 1948 by the Advisory 
Commission on Service Pay that was headed by Mr. Charles Hook. 
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Now, as most of the members of the committee will recall, the Hook 
Commission, in 1948, made a very complete study; it lasted over 1 
year. 

They had a staff and many facilities were placed at their disposal. 

They made a great effort. It was the first real pay revision since 
1908, and it was the first study and analysis of its kind on the subject 
of military pay that had ever been conducted. 

The Commission sought to compare the jobs and responsibilities 
of the various ranks and ratings in the military with civilian positions 
of comparable skill and responsibility. 

And having completed that, they produced a complete military pay 
structure which contained what were then considered to be reasonable 
pay scales and properly related as to skill, responsibility, and career 
attractiveness. But they were based on living costs and other condi- 
tions as they existed in 1948. 

It may be helpful now, Mr. Chairman, if we show a few slides here 
to see how this matter was developed. 

Now, I will seek to develop this, Mr. Chairman. Here we have the 
original Hook Commission basic pay proposal that was submitted in 
1948, in the legislation that reached the Congress in 1949. 

Congress and this committee considered that very carefully, and 
they endorsed the Hook pay structure, except that in enacting the 
Career Compensation Act of 1949, the Congress then applied a flat 
5-percent reduction across the Board to the officer pay table, a 3-per- 
cent reduction to the warrant officer pay table, and a 2-percent reduc- 
tion to the enlisted pay structure. 

That became law and continued as such until 1952, when the Con- 
gress recognized the rising cost of living and the need for readjust- 
ment and increased the basic pay table of officers, warrant officers, 
and enlisted, across the board, by 4 percent. 

I might also add that they increased the allowances for the active- 
duty personnel by some 14 percent. Inasmuch as this bill does not go 
into the matter of allowances at all, I will make little further refer- 
ence to them. 

This is strictly a basic pay proposal. 

Now, this attempts to show what we are doing today. First of all 
as I have pointed out, this bill now before the committee proposes no 
increase in present pay to officers with less than 3 years of service, 
nor to warrant officers and enlisted with less than 2 years. They would 
retain their present pay. 

Now, for all others, the Defense Department took as its basis the 
same Hook structure of 1948 for all officers with over 3 years of service, 
and enlisted and warrant officers with over 2 years of service. 

Then in order to match this 4 percent increase that the Congress 
made in 1952, this Hook structure was increased by 4 percent. 

Then we had another little problem. 

Due to various causes, the differential between the highest enlisted 

‘ating, the master sergeant, and the lowest warrant officer rating, the 
W-1 grade, that pay differential has become very small. 

To the extent that ofttimes master sergeants and their equivalent in 
the Navy, in being promoted to the W-1 grade are actually losing 
money instead of getting an increase on the promot ion they are losing 
money, they are losing take-home money. 
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Consequently, the Defense Department, in drawing up this legisla- 
tion, recognized that, and they cranked in a flat $25 per month increase 
across the board for the W-1 grade. Then as a final step they pro- 
vided what we call incentive increases at certain critical service points. 
The Hook Commission, I might point out at this time, in its original 
proposals, which were accepted and endorsed by the Congress and en- 
acted into law, provided certain ingrade increases. 

By that I mean this: that for all officers they provided a $15-per- 
month increase, in grade for every 2 years of service. For all enlisted 
men and all warrant officers, they recommended an ingrade increase 
of $7.50 for every 2-year period of service. 

That proceeded up to the point of 18 years of service where that 
increment then was doubled. The officer increment became 30, the 


‘enlisted increment became 15. But thereafter, it was only granted 


> 
every 4 yes ars instead of every 2 years. 


Now, using that as a basis, and recognizing this need for a career 
incentive, and particularly taking the case of the officer, for example, 
who completes his 3 years, we want very much for that officer to stay 
on active duty, he has acquired experience, and training that we sorely 
need today. But too many of them are leaving. 

So at that point, for example, as we will see in later tables, they 
added additional ingrade increases. And they were added for a typi- 
cal, a dynamic promotion pattern through each of the grades, as we 
will see presently. 

Now, I would like to show a few pay examples. 

Let us take the case, for instance, of a major with over 10 years of 
service, a warrant officer, W-1, with over 8 years of service, and a 
master sergeant having more than 8 years of service. 

This shows what the Hook Commission recommended they receive 
as basic pay in 1948. The mane for instance, would get $435 per 
month, the warrant officer some $232, and the master sergeant, $225. 

Now, the Congress in 1949, as I have indic ated, reduced those rates, 
and that resulted in the major instead of getting $435, the law then 
provided that he get $413. And there was a corr esponding reduction 
for the warrant officers, and the master sergeant. 

In 1952, Congress applied a 4-percent increase to basic pay, and 
that resulted in the major now getting some $430 per month, the W-1 
some $234, and the master sergeant, ‘$299, I would like to invite at- 
tention to a few points here. This is what they are getting today, this 
is present law [indicating] the major is getting $429.78, which is less 
money than the Hook Commission recommended that he receive in 
1948. 

The cost of living, the Labor Department tells us, has gone up some 
13 percent since 1949. 

Another point: the differential between the W-1 and the master ser- 
geant, as I indicated before, is only some $5.23. 

Now, we will seen how we have attempted to remedy this. 

These figures here, taking the same individuals, major, warrant, and 
master sergeant, we have simply moved this over here, and that rep- 
resents what they would have received had the original Hook Com- 
mission pay scale been enacted [indicating] so we used that as a basis. 

First, we increase it by 4 percent to correspond with the action of 
the Congress in 1952 
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That means, then, that the major would go from $435 to $452, and 
similar increases along the line here [indicating]. We have applied 
a $25 increase to the W-1 warrant grade, so that increases his pay by 
$25 more. 

Then, we have applied these incentive increases at certain ingrade 
periods, resulting in these pays here [indicating| and that is what i is 
proposed in the bill now before you for individuals of these ranks and 
periods of service ; $483.63 per month for the major with over 10 years 
of service; $286 for the warrant, and $253 for the master sergeant. 

I would like to point out that we have increased the differential for 
the W-—1—between the W-1 and the master sergeant. In other words, 
providing a little better career incentive for the master sergeant in 
being promoted to W-1, instead of the $5 that he gets under present 
law, we have increased it to some $32. 

Mr. Harpy. Captain, what does that do to your differential between 
W-1Land W-2? 

Captain Martineau. Decreases it, sir. 

Mr. Harpy. What does it leave ? 

Mr. Bares. How much difference ? 

Mr. Bennerr. How many dollars between W—1 and W- 

Captain Martineau. It would be about $14. 

Mr. Harpy. The reason I raised that question is you increased the 
spread between your master sergeant, and W-1, which, on the face 
of it, looks like a very worthwhile proposition, but is that going to 
inake it desirable to further increase the spread now between W-1 
and W- 

Mr. Buanprorp. Mr. Hardy, may I say that in my opinion there 
is a mistake in the warrant officer pay scales as they are now written ? 

The spread between W-1 and W-2 is quite inadequi ate in order to 
give you a proper incentive for going from W —1 to W-2, and the same 
proposition applies in going from W-2 to W-3. 

I planned to bring it up to the committee’s attention. 

Mr. Harpy. So that if you add $25 to W-1, it reduces further, your 
incentive for going from W-1 to W-2 

Mr. Bianprorp. The incentive in that case in my opinion was not 
based on the Warrant Officer Act. Because there has to be a greater 
spread for promotions for the warrant officers and that is not true 
the way this scale is now written, you are absolutely correct. 

Mr. Harpy. That was the sort of thing that bothered me. If you 
increase W-1 by $25 and not make some comparable adjustment in 
other grades of warrant officer, you get your whole proposition out 
cf kilter. 

Mr. Bianprorp. It has to be revised. 

Captain Marrineav. I believe we will see that a little clearer when 
we get to the detailed warrant officer tables. I certainly agree with 
you. 

Mr. Kinpay. Inasmuch as it is in the warrant officer differentials 
and they are a class by themselves, I think we have developed this 
point here—we will take it up again when we come to it further. 

Mr. Bennerr. How does an ensign compare with the W-2? 

Captain Maretrneav. I don’t have the figures right before me. 

The ensign with a W-3. A W-3 with a comparable amount of 
service will get more money than an ensign. 

Mr. Bennett. I meant with comparable service. 
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Captain Martineau. It is unlikely that they would have compar- 
able service, sir. The warrant officer is usually an enlisted man with 
considerable service. 

Mr. Kitpay. It takes 10 years to get it. 

Captain Martineau. Not necessarily. 

Mr. Bianprorp. Ten years is the normal period before anybody be- 
comes eligible for someone to become a warrant officer. 

Captain Martineau. Yes. 

Mr. Minter. You say this incentive is at the end of the 10th year? 

Captain Martineau. No, sir. 

We will see that presently. 

Mr. Mitter. I just noticed that 283 according to the table, gives 
you 10 years for the major but it is only 8 years for the warrant. 

Captain Martineau. There is an incentive increase at 8 years for 
the warrant officer. 

Mr. Mitter. That is the one you show there ? 

Captain Martineau. Yes. 

Mr. Murr. But the 283 is based on 10 years? 

Captain Marrineav. The 312 here, there is an incentive increase I 
believe at 10 years for the major. This is the amount over and above 
the normal ingrade increase. Now, the final panel on this chart shows 
the increase for these individuals over present pay, if these pay tables 
were to be enacted. It should result in an increase of some $53.82 for 
the major, $51.75 for the warrant officer, and $24.18 for the master 
sergeant. 

Mr. Bianprorp. Can we stop right there for a moment, Captain. 
That is a 12.52 percent increase, as it works out on this pay scale ‘ 

Captain Martrnrav. Yes. 

Mr. Bianprorp. Not speaking of the major, now. 

I want to develop this percentage because this is what we will be 
faced with, I am sure, on the floor, the people may pick the isolated 
cases and say: well, why is it this percentage increase and that per- 
centage increase in the next one’ So there we have a major who will 
receive a 12.52 percent increase. 

Now, first of all, 5 percent of that is a restoration of what we would 
have gotten under the Hook Commission, original report 

Captain Martineau. That is right. 

Mr. Bianprorp. Now, the remainder—and the cost of living has 
gone up 13 percent, but we can discount 4 percent of that, because of 
the 1952 increase. 

So that means there is a 9 percent differential between his pay and 
the cost of living. We gave him back his 5 percent, he goes up 12 
percent over what he is now receiving, so that is a spread of 7 percent, 
he is still 2 percent behind on the cost of living. 

Would that make reasonable sense ? 

Captain Martineau. That sounds very close. 

Mr. Buanprorp. Now, that happens to be true for a major with 10 
years of service. 

Now, as we go through these pay scales, let us see how closely that 
pattern follows. Because it is not going to be true in all cases here, 
because as you go up further, for example, as we get to lieutenant 
colonel, or, say, colonel, with over 16 percent of service, the increase 
is only 7.8 percent 
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Captain Martineau. That is right, sr. 

Mr. Bianprorp. So there isn’t any fixed definite pattern on a per- 
centage basis, and that, I believe, is where we are going to have a diffi- 
cult time explaining why it is that these percentages are different 
throughout the entire pay scale dependent upon where the man fits 
on his length of service. 

Captain Martineau. I think that may develop a little—that may 
come in a little sharper focus in a chart we have later on, where we 
show exactly where we have placed these career incentives. 

Mr. Kitpay. Go ahead with your statement, Captain. 

Captain Martineau. As a rough rule, to make one more comment 
ov Mr. Blandford’s remark, Mr. Chairman, we could say that the offi- 
cers’ pay table, for instance, is in most cases approximatel M 1 percent 
below what was recommended in the Hook Commission, because-the 
Congress reduced it by 5, and restored 4. Now, Mr. Chairman, I would 
like to develop the officers’ pay table, and then we will in turn proceed 
with the warrant and the enlisted. 

This scale right here [indicating] is a pay table for all officers, the 
various grades, second lieutenant to major general, for all of the pe- 
riods of service, showing the periods of service that were recommended 
for the ingrade increases. 

Now, the first figures to which I invite your attention are those show- 
ing present pay, what is allowed by present law for officers of any 
rank or length of service [indicating]. 

Now, we have drawn in these lines here [indicating] these step lines 
for this reason : to enclose that area where the Hook Commission and 
the Congress have recommended that there be ingrade increases. 

For instance, take the lieutenant colonel: if there were any lieu- 
tenant colonels with under 2 years of service, and there might be a few 
such as doctors and other specialists, he would have a starting pay 
of some $474. 

But under existing law, he does not receive any ingrade increases 
until he reaches the point of service where the majority of lieutenant 
colonels are today, that is in this area [indicating] then he receives a 
$15 increase until his 18th year of service. 

So there are no ingrade increases to the left of this pattern line, as 
you will see [indicating]. 

Now, the area to the right of the pattern line, there are no further 
increases either because this represents what is generally deemed to be 
excessive service in that particular grade. And the Congress ad- 
judged that officers, if they be in any of these grades and reached this 
period of service, and haven’t yet been promoted, they should receive 
no further ingrade increases. 

Mr. Kirpay. Is that the Personnel Act you refer to, Captain ? 

Captain Martineau. No, it isthe Pay Act. 

Mr. Bianprorp. But it is based on the Officer Personnel Act insofar 
as his normal promotion is concerned ? 

Captain Marringeav. Yes, I see your point. That is correct. For 
instance, we don’t have many Army or Air Force captains in the serv- 
ice today with over 26 years of service. We do have a few, such as an 
enlisted man who might have been appointed when he had behind him 
a considerable amount of service. 

(There is inserted herewith a composite table of the detailed charts 
used for demonstration purposes :) 
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Mr. Bares. I’m just wondering, Captain: a warrant officer who 
might receive, say, a first lieutenant’s promotion, he would actually 
lose money under that, unless you have a saving clause. But in any 
event, he wouldn’t make any more money. Take a W-4 with over 16 
years. 

Captain Martineau. Comparing warrant officers. 

Mr. Bares. Yes. He will get $468. If he receives a commission of 
a first lieutenant under that scale, he would get $363; is that correct ? 

Captain Martineau. W- with how much service ? 

Mr. Bares. 16. 

Captain Martineau. With 18? 

Mr. Bares. 18, yes. 

Captain Martingeav. Some $423. 

Mr. Bares. Under the new? 

Captain Martineau. Under the new, $468. 

This is the present pay right here. This is present pay so far. 

Mr. Bates. We will compare it with the projected ones. 

Mr. Kitpay. Warrant officers with 16 years of service wouldn’t take 
a first lieutenant’s position. 

Mr. Bates. Didn’t you have that situation in the last war / 

Captain Martinrav. They were younger warrant officers. 

Mr. Bianprorp. Not only that, but you only had two types of war- 
rant officers, you had your commissioned warrant officers and your 
warrant officers, and now you have four pay scales which are an en- 
tirely different proposition and your W-4 should correspond roughly 
with your major, the W-3 with Captain, W-2 with first lieutenant, 
and W-1 with second lieutenant. 

Mr. Kitpay. You have no comparable situation to World War II. 
Your comparison there was the master sergeant with considerable 
service who couldn’t take even a captain’s position, if he permitted his 
enlisted service to count in—— 

Mr. Bianprorp. That was in 1942. 

Mr. Bates. Then you have the same pay, $468 under the new pro- 
posal for a captain, as you would with a W—4 with over 16 years. 

Captain Martrneav. That would just about compare; yes, sir. 

Mr. Wiison. Is there a savings clause ? 

Mr. Bianprorp. There is a savings clause in the bill, Mr. Wilson. 

No one can lose money as a result of the passage of this act. 

Mr. Ktrpay. That is a grandfather clause. 

Mr. Bennerr. Of course, a commissioned officer is above a W-4, 
even ? 

Captain Martrneav. That is right. 

Mr. Kitpay. Go ahead, Captain. 

Captain Marttnrav. Now, this chart here, Mr. Chairman, shows 
exactly the same table that we had on the other chart, except that for 
simplicity purposes, we have left this area blank up here where there 
are no ingrade increases. I would like to discuss this area [indicat- 
ing |. 

This is the zone where the officers recsive ingrade increases | indi- 
cating the career pattern]. The yellow band out here shows the under- 
3-years-service area where under this bill, they would receive no in- 
crease in pay. They would retain present pay. 

Everything to the right here in the blank area, the pay for each 
of these periods would be based on the original Hook Commission 
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scale plus 4 percent, but there are no ingrade increases. So for sim- 
plicity purposes, we have left this blank. 

Mr. Witson. Why do you say 4 percent when this scale shows 5.26 
percent ¢ 

Captain Marrrneav. In designing the table, Mr. Wilson, we took 
the original Hook recommendation, the original Hook structure, and 
increased it flat across the board by 4 percent to make it correspond 
with the increase that the Congress provided in 1952, to keep it paral- 
lel, see. The Hook structure was designed in 1948 to meet conditions 
as they existed then. 

Mr. Bianprorp. Mr. Chairman, may I raise this point on the present 
pay scale because this too, can be troublesome. 

Take your first lieutenant with over 4 years of service, who is pro- 
moted to captain, he goes from $289 to $340. Now, that is approxi- 
mately a 15-percent increase, that is ingrade promotion. 

Now, take the major with over 12 years of service who is promoted to 
to major. ‘There is a $44 increase which is approximately a 15-per- 
cent increase. 

Now, take the major with 12 years of service who is promoted to 
lieutenant colonel, and there you come up with a $45 a month increase 
which is approximately a 10-percent increase on an ingrade promo- 
tion—I mean, going from one grade to the next, not an ingrade pro- 
motion, but a promotion within the same number of years of service. 

Now, take a lieutenant colonel with over 16 years of service and he 
goes to colonel and there is nearly a 20-percent increase there ; in other 
words, the increase is almost $100 a month, which is almost 20 percent. 

Then take the colonel with over 26 years of service who goes to 
brigadier general, and again, you run into a 20-percent increase. 

Now, what is the justification for that spread, 15 percent increase, 
to then only a 10-percent increase, 10-percent increase, 10-percent, 
then 15, and then two 20-percent increases on being promoted ? 

Captain Marrineav. I first point out, Mr. Blandford, this is exist- 
ing law, this is present law today. 

Mr. Buanprorp. Yes. You are going to put the new scale on there. 

Captain Martinrav. But the percentages that you have been refer- 
ring to are those reflected in existing law. Those variations exist 
today. 

Mr. Harpy. Where we did wrong. 

Mr. Bianprorp. I think that may have been the effect of why, if we 
had kept the 5 percent in there when we had the Hook Commission 
report, that that differential wouldn’t be nearly as great as it is today. 

Captain Martineav. That is true. 

Mr. Bianprorp. It is the distortion Mr. Kilday was talking about 
the other day when they recommitted the bill. 

Captain Martineau. That is a factor in it, all right. 

Now, here the figures we have shown in the light blue show the 
dollar increase that we are proposing for each of these grades. The 
dollar increase. 

Now, I want to show here the career-incentive increases. 

The red figure now [indicating] represents the additional career 
incentives that have been inserted at these selected points. 

For instance, the second lieutenant with over 3 years of service, in 
other words, the one who elects to remain on duty, is going to get a 
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$59 increase, of which $31.20, or approximately 2 extra ingrade in- 
creases, have been inserted at that point. Normally, he would only 
get a $15 increase coming from one period to the other. 

We have put in two additional increases at that point. 

Likewise, for the first lieutenant with over 3 years of service. 

This is one of our most critical points here today. The officers in 
these two grades are the ones who are leaving the service now at the 
end of their 3 years. We want them to stay in far greater numbers 
than we have been getting. So, therefore, we are going to offer them, 
we propose to offer them, more money and it is based upon additional 
ingrade increases. 

I emphasize that to show that we just didn’t throw in an arbitrary 
number of dollars. 

It definitely is related to a pattern. 

Similarly, the captain with over 3, and over 6, would receive 1 addi- 
tional in-grade increase. And that is included in the blue figure just 
above [indicating], coming on up the line, because this represents 
the area of normal promotion, for the able, outstanding young officer 
who is coming along in all the services and hitting the promotion points 
at about these times. Not exactly these times in all cases; but this is 
when they are getting it in some of the services that early. 

Therefore, we have put in the additional in-grade increase there to 
make it more attractive not only for him today, but to give him some- 
thing to look forward to, next year, and the year after. 

Mr. Miter. The red figures are included in the blue? 

Captain Martrngav. That is correct, sir. 

Now, we come up here to the 18-year point, and you will see that 
that doubles to $31.20. That is consistent with present law. Because 
at the 18-year point, the in-grade increase does double, but thereafter, 
instead of getting it every 2 years, it comes every 4 years. 

Mr. Mitier. Are we going to perpetuate that inconsistency that Mr. 
Blandford just pointed out ¢ 

Captain Martineau. Well, sir 

Mr. Buanprorp. No; I think that is going to be remedied to some 
extent when you see the next chart. 

Captain Martineau. Well, we will have a percentage figure on it. 

This next panel here will show the net pay, this is net now for the 
figure that we have shown before [indicating]. 

This figure now represents the new pay proposed in these periods. 

And here we have the percentage increase, the percentage increase 
over present pay. It is the amount by which this red figure is greater 
than the black figure above it. 

And you will see that for this young officer down here, the one at 
the first point where we want him to stay on active duty, we are offer- 
ing him a 25-percent, and a 22-percent increase in his present pay. 
He comes on along here, and reaches captain. He gets a 9.8-percent 
increase. 

It might be interesting, Mr. Chairman, to trace through quickly a 
typical career, under conditions existing in the service today. 

Let us take the case of a young officer coming on active duty, a 
young reservist, he is commissioned a second lieutenant, and let us 
assume that this bill has been enacted into law. 

We will receive $222 per month which is the same as he is getting 
today. At the end of 18 months, he is promoted to first lieutenant, 
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if his service has been satisfactory. That is common in all the services 
today. 

So he would get an increase from $222 to some $259. When he has 
got 2 years of service he gets another in-grade increase. He is now a 
first heutenant, and he gets an increase under present law to some 
3274. 

Now, he comes to the 3-year service point. That is the time when 
he can go home if he wants to, his obligated service is over. That 
is the point we want to make him a good offer, make it attractive for 
him to stay. So we offer him at that point a 22-percent increase over 
what he would get under existing law. 

All right, he decides to stay. He doesn’t get another increase until 
his sixth year of service. 

Now, in most of the services today he is getting promoted to captain 
in about his fifth year of service. So let us assume that takes place 
and this first lieutenant now becomes a captain in his fifth year of 
service. So he will receive an increase in pay from $335 to $374. 

He continues on as a captain; at 6 years of service he picks up this 
increase, goes to $405. 

Mr. Harpy. Let me interrupt you. 

Would it be impossible for him to be promoted from captain to 
major in that sixth year? He has gone in now, 6 years, where he is 
getting $405.60. Does he have to wait until he gets over his 8 years 
before he can be promoted to major ? 

Captain Martineav. No. 

Mr. Harpy. Then if you promote him up there, he would—he would 
take a loss in pay in order tobe promoted ? 

Captain Martineav. No, sir; we don’t show it on this chart here. 
I will tell you what he gets. He would go from 405, to 421. 

Mr. Harpy. Then those figures in the yellow ‘column don’t carry 
all the way through ? 

Captain Martineav. No; that is where there is no c hange in exist- 
ing law. At the 3-year point, we take up the new scales. 

Mr. Harpy. Then those figures in the yellow column don’t carry 
all the way through ? 

Captain Martingav. No; there is where there is no change in exist- 
ing law. At the present—at the 3-year point, we take up the new 
basis, a new formula and propose a new pay. In other words, the 
old Hook structure plus 4 percent. 

Mr. Bianprorp. But you are not—I hope you are not promoting 
people to major after 6 years of service, now ! 

Captain Marrrrav. I am sure there are very few if any receiving 
promotions with that little service. It may be the case where some 
unusual specialist 

Mr. Kiipay. Medicine. 

Mr. Bianprorp. Yes; doctors. 

Captain Martineav. The average time for officers under present- 
day conditions to be promoted from captain to major is about 11 to 
13 years today. 

So carrying this captain along here now, he gets an in-grade increase 
as a captain at his eighth year of service, He ¢ gets another one 2 years 
later in his 10th year of service, of about $15. That is the normal 
in-grade increase. 
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Now, let us say that in his 11th year of service, he gets promoted, 
he is selected and promoted to major. So he will then go from $436 
to $483. He will pick up the pay for the 10-year period as a major. 
Two years later he gets an in-grade increase, about $15, that is the 
normal in- -grade increase for that period, to some $499, ‘another one 
at 14 years of service. 

Now, let us say that in his 15th year of service he is selected for 
lieutenant colonel. So he gets an increase from $514 to $561, and picks 
up there as a lieutenant colonel. He will get an in-grade 1 increase at 
16 years of service and he will get a double increase at 18 years of 
service, because that is the point where the increment doubles under 
present law. 

Now, officers in most of the services today 

Mr. Bianprorp. Just a moment there, Captain. 

Going from 16 to 18 that double increment was based upon—a double 
increment is in the present law, in other words, it is still only based 
upon 2 years of service, but it is still a double increment at that point? 

Captain Martineau. That is right. Eighteen years of service he 
picks up a double increment under existing law. 

Mr. Bianprorp. From there on out he has to complete 4 years. But 
that is the only place in the pay scale where on the basis of 2 years 
of service you get a double increment. 

Captain Martineau. That is right. The double increment comes 
at the beginning of the 4-year cycle. 

Mr. Bianprorp. That has been since 1949 ? 

Captain Marrineav. Yes. 

Mr. Buanprorp. That we have had that in effect ? 

Captain Martineau. That is right. 

Mr. Buanprorp. So this is nothing new; a continuation of what you 
have here is nothing new in the pay scale ? 

Captain Martineau. Entirely consistent with existing law. 

Mr. Bennerr. I thought I heard you say that the average promo- 
Be: from captain to major was 11 years, and major to colonel 
Captain Martineau. From captain to major is about 11 years. 

Mr. Bennetr. On that chart, then, you are not taking an average 
situation. You start off here und 

Captain Martineau. This is not an average. The one on the left 
hand is not an average. That is the earliest. This represents the 
sarliest that might occur in some of the services. The average today 
isa little bit over farther to the right. 

But, of course, he will pick up the benefit. 

Mr. Bennerr. When you were pointing out that 11 years you were 
pointing out 11 years starting from the time when he was a second 
lieutenant. 

Captain Martineau. That is right; 10 years total service. 

Mr. Bennerr. I thought you said it was 10 years to go from captain 
to major? 

Captain Marrineav. No, I didn’t—I meant total service. That is, 
total commissioned service. 

Now, we had this lieutenant colonel up here at the 18- ~year point 
where he got an increase of about $ $30, and went from $577 to about 
$608. Now in most of the services today, under existing conditions 
the period that officers are selected and promoted to the ‘next higher 
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erade if they make it, to the grade of colonel, is varying, from about 
20 years of total service to about 24 years in the various services. 

So let us assume that he goes up at 20 years; the 20th year of service 
this officer is selected for promotion to the grade of colonel. And he 
picks up a substantial increase from some $608 to $717. It is one of 
the biggest single increases he gets and that is something that officers 
all the way along look forward to very much. ‘To the time when they 
can aspire to receiving that much increase, which is considerably 
creater than they received under previous promotions. 

So he is promoted to colonel, 20 years of service, and at 22 years 
he picks up an in-grade increase. He picks up another one 4 years 
later at his 26th year of service. 

Now, he is approaching the time where he will be considered for 
promotion to flag or general officer grade. 

As you know, a very small percentage of the officers who are eligible 
can receive that promotion. I believe it is averaging now about 15 
percent of the officers who are considered each year. Only about one- 
-ixth of the number up can be promoted, selected and promoted to 
flag grade. 

Mr. Mitier. That isa permanent promotion ? 

Captain Martineau. That is for temporary. 

Mr. Mitier. Temporary 4 

Captain Martineau. Yes, sir. 

So let us assume that he receives that promotion in his 28th year of 
service and he becomes a brigadier general. Then he would receive a 
substantial increase to $904. He continues as a brigadier general until 
30 years of service, when he receives in-grade increase, and then we will 
assume that he is selected and promoted to the grade of major gen- 
eral, when he receives another increase in pay. 

Now, under present law the pay scale stops at 30. 

In order to increase the overall career incentive and to give some 
recognition to the officers of flag and general officer grade with over 
30) vears of service and longer, over 35 years of service, particularly 
those who attain higher grade, three- and four-star rank, under the 
existing pay table in which the highest grade is a major general, that 
is the only way that any further increase can be provided. 

So under this bill 

Mr. Miter. Captain, I will agree with you that you-need a reward 
for that service and it should be a reward in recognition of the service, 
but I hesitate to use the word “incentive” at that point. Because is a 
major general or a rear admiral going to say at the point of 30 years 
service, “Well, I need an incentive of $100 a month to get a third star 
or I might get out of the service” ? 

Captain Martineau. I would like to answer your question this way. 

First of all the answer to your question is absolutely not, he is not 
going to leave. 

Mr. Minter. Right. Iam for rewarding him 

Captain Martineau. You could reduce Admiral Grenfell’s pay and 
he is still going to be an admiral, he is not going to leave. 

Mr. Miter. I don’t want to do that, he is too good-—— 

Captain Martineau. But if you do reduce an officer’s pay of dis- 
tinguished high rank, or if you do not pay him what he is worth and 
if it is not in relation to other positions of responsibility in the Gov- 
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ernment, the young officer who is looking forward to—the young out- 
standing officer whom we want to be the admiral of tomorrow, the 
leader of tomorrow, he is going to leave, because he says that is not 
sufficient incentive, that it is a poor career. 

So it is the young officer we are aiming at mostly. And certainly 
in justice we should pay the senior officers today more. 

Mr. Minter. I will agree with you in justice and as a reward, but | 
won't agree with you as an incentive. 

Captain Marrrneav. Not an incentive to him, he doesn’t need one. 

Mr. Mintzer. Down here at about the 8 or 10 years, the young fellow 
has made his decision at that time he is going to say in, just as Mr. 
Kilday said a minute ago if he becomes a warrant officer he has made 
a career of being a warrant officer. 

Mr. Kinpay. The point the captain is making—and the captain 
knows he has a lot of convincing to do with me on this, but the point 
the captain makes is that it is not an incentive for the man with over 
30 years of service, but the man who is coming along. 

Now, let us get some things in the record at this point for perhaps 
some members of the committee and certainly the members of the 
House. There is no pay scale beyond major general. 

Captain Martineav. That is right, sir. 

Mr. Kitpay. There has never been any pay scale beyond major gen- 
eral within memory. 

Captain Martineau. Except by special laws for individuals. 

Mr. Kinpay. That is right. But pay scales have always stopped at 
major general and any additional compensation has been and is now 
by way of money allowance. 

Captain Martineau. That is right, sir. 

Mr. Kitpay. One other thing in that connection when a three- or a 
four-star general retires, speaking not of special laws but only of pay 
scales, he retires at the same pay he would have received had he retired 
as a major general. 

Captain Marrineav. And had he never attained that higher rank. 

Mr. Kitpay. That is right. ! 

We run into so much difficulty about three and four stars, that I 
thought the record ought to be clear that no matter if he does get three 
or four stars when he retires, he retires at the same pay as if he had 
been no higher than a major general. ' 

Captain Martineau. That is right, sir. 

Mr. Kitpay. Now, under the Officers Personnel Act of 1947, at what 
point do we run into compulsory retirement on years of service and 
years of service ingrade. 

Captain Martineav. Well, it varies for the different services, Mr. 
Kilday. 

Mr. Kitpay. I mean by law. 

Captain Martineau. The Army and the Air Force come under a 
different title than the Navy and the Marine Corps. 

Mr. Kitpay. Let us take the Army and the Air Force. 

Captain Martineau. Take the Army: If an officer attains the grade 
of brigadier general, when he has had 5 years’ service in permanent 
grade as a brigadier general or completes 30 years’ commissioned serv- 
ice, Whichever is the latter, if he is not then on a promotion list for 
promotion to major general he is required by law to retire. 
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Mr. Kitpay. And he has had 30 years’ commissioned service, 5 years 
ingrade. 

Captain Martineau. And 5 years ingrade. 

Mr. Kitpay. Conjunctive, “and.” 

Captain Marrrneav. “And.” 

Mr. Kinpay. Now the next step at which there is compulsory re- 
tirement ¢ 

Captain Martineau. The next step is that of a major general. The 
law states, applicable to the Army and the Air Force, that the major 
general who has completed 5 years ingrade as a major general and 35 
years total commissioned service, unless he is retained by order of the 
Secretary of the Army or of the Air Force, he is required by law to 
retire. 

Mr. Buianprorp. That potential is limited by law to a specific num- 
ber ¢ 

Mr. Kinpay. Five. 

Captain Martrineac. It is greater than that. I think the number 
is unlimited. 

Mr. Kivpay. In periods of national emergency it is unlimited. 

Mr. Buanprorp. That is the point. 

Mr. Kinpay. But if you don’t have a national emergency I believe 
it is limited to five. 

Mr. Bianprorp. Five to each service. 

Mr. Kinpay. Five to each service. 

Mr. Bennetr. I thought that five was people over age. 

Mr. Kirpay. Now, the point Iam making is that there are people- 
many people right now, and for some little period now, approxi- 
mately a year, 1 guess, who are being forced to retire after 30 years 
of service, and 5 years ingrade, in the grade of colonel: are there not ? 

Captain Martineau. And the law also states the same for a colonel. 
In the Army and the Air Force again, the colonel who has completed 5 
years ingrade and has completed 30 years total commissioned service, 
if he is not then on a promotion list, he is required to retire. 

Mr. Kinpay. And there have been many, many retired within 
the past year. 

Captain Martrneav. That is correct. 

Mr. Kinpay. There were exceptions made while the fighting was 
going on in Korea, but then they tightened down and we had these 
mass retirements of colonels. 

Captain Martineav. Yes. 

Mr. Kitpay. So that the people with over 35 years of service are 
the ones of whom everyone is already jealous, are they not, in the 
sense that they got to do more than 30 years of service? 

Captain Martineau. Yes; that is probably approximate 

Mr. Kivpay. Can’t you estimate what is going to happen to that 
pay scale when you get it on the floor / 

Captain Martineau. I recognize the disadvantages that you have 
very correctly pointed out. But under this seale that we have had 
for many years, and have today, where the highest grade is a major 
general, that is the only possible way in which we could have pro- 
vided any increase, and it does introduce some differences and some 
inequities even between the services. 

Mr. Kinpay. So that is the practical point. Now, as to incentive, 
don’t you agree with me that by the time a man has reached the point 
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that he is aspiring to what he is going to be after 35 years of service, 
it is the stars on his shoulder, rather than the pay that he is getting, 
the honor, the ultimate rank, military rank is the real incentive. 
Captain Martrneav. I am sure that that is the feeling of the senior 
officer concerned, sir. 

‘The general or the admiral. 

But again, I say, and I have seen this fact repeated in numerous 
resignation letters, where the young officer down the line who often- 
times is not complaining so muc h about the small pay that he is 
getting, but he is resentful of the fact that the senior people, the most 
distinguished officer in his service, is getting so little pay, as com- 
pared with many other positions in Government. 

Mr. Kinpay. Mr. Miller. 

Mr. Miter. I just wanted to make sure about the promotion to 
brigadier general from colonel. If you say they are on the promotion 
list. A man may serve more than 5 years if he is qualified for promo- 
tion but there is no slot open for him. 

Captain Martineau. There is a further restriction by law. 

It prevents the Army and the Air Force from placing a man on a 
promotion list more than 1 year in advance of the time of his antici- 
pated promoton to general officer grade. 

In other words, they can’t just slip him in on the promotion list. 
He has first to be selected for that promotion and they cannot select 
him unless there is going to be a vacancy that will occur for him within 
1 year 

Mr. Miturr. This also applies to temporary promotion 
Captain Martineau. No. 

Mr. Mixxer. I know a couple of generals I would say that haven't 
22 years of service. 

Mr. Bianprorp. This is 5 years in permanent grade for each of 
these involuntary separations at that point. 

Captain Marrimneav. This may be helpful, Mr. Miller, as Mr. 
Blandford pointed out, this applies to permanent grade. 

Mr. Miter. That is what I asked a minute ago and somebody said 
no, it was temporary. 

Mr. Kinpay. At that time, the captain was talking of the number 
of years that 
Captain Martineau. Yes; years. 

Mr. Bianprorp. Perhaps we should keep this in mind, there is no 
such thing as permanent grade above the grade of major general. 

Mr. Mitier. Everything above is in a floating situation. 

Mr. Bianprorp. Those are positions of importance designated by 
the President and are all temporary. It is quite possible for an officer 
to revert back in grade after serving in a temporary grade of lieutenant 
general or something of that nature. 

But the involuntary separation is 5 years in permanent grade. 

Now, it is possible for an offic er to serve in a temporary grade of 
brigadier general, and that service does not, if I recall correctly, 
count against him insofar as the 30 and 5 is concerned. Because you 
have, and the law was very carefully written this way, 30 and 5, 
whichever is later. 

In other words, there are many people in the service who have well 
over 30 years of service, who have not completed 5 years in the per- 
manent grade of colonel or permanent grade of brigadier general. 
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Mr. Kinpay. Remember that that restriction of 30 and 5, or 35 and 5 
is not in the pay bill. That is in the Officer Personnel Act of 1947, 
which is not before us. 

Mr. Miuier. I know. The only thing that confused me was that 
I misunderstood altogether. 

Mr. BLanprorb. There is an additional point. The point that you 
have raised is certainly going to be a sore point with many people, 
and that is the involuntary separation for age or service, or permanent 
grade. 

Mr. Kinpay. Not age. 

Mr. Bianprorp. No; it is not age, it is because of service in grade 
and of course, it is necessary in order to keep a flow of promotion 
going. We went through that in 1947. But there is an additional 
point with this over 35 scale that I know bothers me and I am sure is 
going to be a sore point on the floor and that is every major general 
would get that increase who is separated for 35 and 5 years of service 
because he will be retired on the first day of the month following the 
time in which he attains 35 years of service or 5 years in grade. 

That means that for perhaps as little as 15 days of service, he is 
going to get a substantial increase in retired pay for the rest of his life. 

I think that may be a very difficult thing to sell on the floor of the 
House, that you are going to give—— 

Mr. Mititer. Demonstrate that on the board. 

Mr. Bianprorp. Here is a man who completes 35 years of service in 
June of this year. 

Mr. Minuer. As a major general? 

Mr. Bianprorp. Yes, sir. 

Five years in permanent grade of major general. He will be retired 
on the Ist of July and on the 1st of June he completed his 35 years, 
so for pay purposes he will draw $1,158 for the month of June, and 
thereafter his retired pay will be computed on the basis of $1,138 a 
month and that is based for practical purposes on 50 days of service. 

Do you see my point ¢ 

Mr. Bares. On the other hand, you wouldn’t want to penalize the 
one who is retained ? 

Mr. Buanprorp. No. 

I think that could be solved in one of two ways. That is, other than 
the “over three” provision that is the only place where we have a 5- 
year spread. Now, you have a 4-year basic increment after 18 years 
of service. Now, what would happen to that pay scale, how many 
people would be affected and how far would this go toward solving 
this whole problem if we put that over 36? 

Captain Martineau. It would certainly prevent the officer that you 
were referring to, Mr. Blanford, from benefiting by this increase on 
liis retired pay. 

In other words, you were referring to, I believe, the major general 
who completes in June 35 years of service, he is not being retained, 
therefore, under law, he must retire. But has has completed 35 years 
of service, therefore, he qualifies for that period. 

But he is going to be retired just about the time he completes 35 
years of service. 

If you raise that to 36, that officer of course could not qualify for this 
higher pay. 

Mr. Bennetr. Wouldn't there be others? 
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Captain Martineau. No, sir, because after that point, they will stay 
on until statutory age, 62. 

Mr. Kitpay. I think we have developed over 35 sufficiently for the 
consideration of the committee when we come to marking the bill. 

Captain Martineau. All right, sir. 

Mr. Buanprorp. Do you have a warrant officer slide ¢ 

Captain Marrineav. Yes. 

We have the warrant officer problem here. 

I would like to approach this exactly the same way, Mr. Chairman. 
Ly showing first the present pay of warrant officers in the four grades, 
W-1, 2, 3, and 4, and the service periods up to 30. 

Again, we start with the present pay, what he is getting under the 
law today. 

We have drawn these lines in, again, to indicate the points at which 
they commence to receive in-grade increases. 

And the warrant officers receive in-grade increases right straight 
through until they complete 30 years of service, with the exception of 
the W-1 who terminates at 26 years of service. 

You will notice this little peculiarity here under existing law, where- 
by the W-1, W-3 and W-4 commence to receive ingrade increases at 6 
years of service, but the W-2, under existing law, must complete 8 
years of service before he receives the ingrade increase, as you will see 
presently we propose correcting that. 

Mr. Miuier. How did that slip in? 

Captain Marrineav. I honestly don’t know the reason for that, Mr. 
Miller. 

Mr. Bianprorp. There is another peculiarity in there that I would 
like to point out. 

That in the grade of colonel, lieutenant colonel, and major, there is 
a double increment in basic pay for the 16, over 18 years of service. 
There is no comparable double increment, and there never has been in 
the warrant officer scale. 

Now, it strikes me as being somewhat peculiar. because after all, 
this is a peculiar breed of cats we are dealing with here. It is almost 
impossible to try to compare these warrant with the officer scale 
except for incentive 

Mr. Kitpay. They can’t be compared with anything, but themselves. 

Mr. Buanprorp. That is right. 

Now, why there is not a double increment in that over 18 I have 
never known. In other words, we have it for officers but we have 
never done it for warrant officers, and how far we go toward correcting 
this situation in this bill we will see now, in a moment. 

Captain Marrineav. Again, for simplification purposes, we will 
deal again only with the area within this ingrade increase zone. 

We have straightened out this line here [indicating] and we have 
indicated in yellow the starting pay for under 2 years of service, 
where again, we are proposing no change in existing law. 

The increased pay, the new pay would commence for the warrant 
officers with over 2 years of service. But there would be no ingrade 
increases until they reach the 6-year point. 

(There is inserted herewith a composite table of the detailed charts 
used for demonstration purposes :) 
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Mr. Bennerr. This “years of service” refers to years of service as a 
warrant officer ? 

Captain Martineau. No, sir, it refers to total service. 

Mr. Brennerr. Those years of service among the officers refer to 
total service? 

Captain Martineau. Total service for pay, and it is very carefully 
defined in the law. 

Mr. Buianprorp. Years of service for warrant officer becomes im- 
portant as I will show you for promotion purposes and for the pay 
scale that has been established here. 

Captain Martineav. Again, we are showing the dollar increase for 
the various warrant periods. 

There is no increase proposed here, and the increases are shown. 
For the W-1 there is a good substantial increase, as you can see, due 
in large part to the fact that that is where we put in this $25 increase. 

Mr. Witson. Mr. Chairman? Are there very many W-1’s, or 2’s or 
3’s or 4’s, with less than 4 years of service, actually ? 

Captain Martineau. I would say very, very few. 

Very rare. 

Mr. Bianprorp. I think you could say none, safely. 

Captain Martineau. Very rare. 

To the best of my knowledge, I think the Air Force today is bring- 
ing individuals into W-1 at about 6 to 8 years of service. 

Colonel SterHens. In some cases, they have. 

Captain Marrineav. I made a check in the Bureau of Naval Per- 
sonnel to determine the average amount of service for those enlisted 
men who are on the selection list this year to warrant officer and they 
average 14 years of service. 

Mr. Bianprorp. Captain, I am not going to be able to demonstrate 
to the committee I am afraid with this chart, what I had in mind with 
regard to the spread between the W-1, W-2, and W-3. Have we got 
any chart here showing the new pay for the warrant officers ? 

Captain Martineav. Yes. 

Here is your new pay. 

Mr. Buanprorp. I would like to call the committee’s attention to the 
fact that basically your W-1 starts off with 10 years of service. 

So under this bill, he would get $294.10, which is a very sensible and 
reasonable approach to this subject because it gives a master sergeant 
some incentive for going up to W-1. Now, Captain Martineau men- 
tioned that previously people were losing money. 

Actually, they are people who are serving overseas, master ser- 
geants, drawing $22.50 a month extra in overseas pay. If they have 
more than two dependents, they draw the increased allowance under 
the Dependents Assistance Act, and from a take-home pay viewpoint, 
some master sergeants lose money going to W-1. 

Actually, in basic pay, there was a $5 differential which would be 
represented in difference, in retirement pay in later life, but they 
weren't looking at that. If we take the $294, bear in mind that war- 
rant officers today must be considered for promotion after 3 years 
as W-1. 

They are either promoted to W-2 after 3 years or go out. 

So the next thing you can look to to get any comparable pay scale is 
the over $14. Now, you see the increase that I would like to call to 
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your attention, for a man who is promoted from W-1 to W-2 is only 
$14, because he goes from $313 to $327. 

Now, the next increase should take place 6 years later because he 
must then be considered for promotion to W-3 under the Warrant 
Officer Act. We have to look then to over 22 as the next step because 
the closest thing to it and you see the increase goes from $366 to S405, 
and there again, the incentive for promotion in my opinion is inade- 
quate. 

And I would like to suggest to the subcommittee that the W-4 pay 
scale is completely adequate. And you will notice the spread there 
for a man who goes over 26 years of service: he goes from a W-3 at 
$421 to $514, a very handsome increase and one that he is entitled to 
and one that he has earned. But the bulk of these people are in the 
W-2 and W-3 grades and here is a man who is going to get the mag- 
nificent sum of $14 a month upon going from W-2 to W-3 and it 
ime doesn’t make sense. 

Captain Martineau. I might say that the differential under this 
new pay from W-2 to WwW -3 approximates what it is for many of the 
officer grades. 

Mr. Buaxprorp. It does for many of them, but it doesn’t when you 
compare the double increment for colonels, lieutenant colonels, and 
ajors. 

I personally feel that when a man gets to be a W-3 he is coming 
pretty close to the top of this peculiar little set of circumstances that 
we have. 

Mr. Mituer. In other words, this is the same age group that we are 
talking about with regard to these higher grade officers ¢ 

Mr. Bianprorp. That is right. 

I think the subcommittee could well revise the W-2 and W-3 pay 
scales and make better sense out of it. 

Mr. Kitpay. Well, we will bear that in mind when we are making 
the bill, 

Go ahead, Captain. 

Captain Marrineav. Let us go back to that increment, again. 

Reverting for a moment, Mr. Chairman, to these panels that show 
the proposed dollar increase and in red we have indicated the addi- 
tional career incentive increases for the warrant officers, for a pro- 
motion pattern that would offer an incentive at a sufficiently early 
time, so as to benefit those people who are approaching the grades at 
about that time. 

Now, some of the services are promoting to warrant officer with as 
little as 6 to 8 years of service. So therefore, we have this career in- 
centive increase that has been inserted at this point. 

Bearing in mind also that under present law the ingrade increase 
for the warrants is about $7.50, except for the W-4 who carries the 
same increase as the other officers. So here are the points at which we 
have put the additional ingrade increase. 

Mr. Bares. This master sergeant that becomes a W-1, he loses that 
$22.50 for shore duty ? 

Captain Marrineav. He does, and only enlisted men receive that 
pay. 

rai Barrs. So that has to be taken into consideration ? 

Captain Martineau. That is a factor; yes. 
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So now, we have the new pay shown and here are the percentage 
increases that would result if this bill were to be enacted in its present 
form. 

The W-1 warrant with 6 to 8 years of service, between 6 and 16 
years of service gets a good substantial increase. That again is due in 
large part to the fact that we have put in that extra $25. And the 
W-2’s, the career pattern approaches somewhat in this form here 
[indicating| and that completes the picture for the warrants, 

Mr. Miuver. And is that $25 supposed to in part offset the $22 the 
master sergeant would get ? 

Captain Martineau. That isa part of it; yes. 

Mr. Mitier. Overseas pay ? 

Captain Martineau. Overseas, the Dependents Assistance Act bene- 
fits, benefit the enlisted man where it does not the warrant officer. 
Mr. Kitpay. I don’t think we will take up the enlisted man. We 
have done a good deal this morning, Captain. I do think—I want to 
compliment you on the mechanical arrangement for showing these 
tables. It is the first time some of us have been able to see tables 
displayed like this. 

Tomorrow we will begin the analysis of the enlisted pay scales and 
we will adjourn now until 10 o’clock tomorrow morning. 

(Whereupon, at 11:58 a. m., the committee adjourned, to recon- 
vene at 10 a. m., of the following day, Wednesday, February 23, 
1955.) 
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CAREER INCENTIVE ACT OF 1955 





WEDNESDAY, FEBRUARY 23, 1955 


Hovust or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 2, 
Washington, dD. ( - 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday, chairman 
of the subcommittee, presiding. 

Mr. Kitpay. The committee will be in order. 

We will continue this morning with the hearings on H. R. 2607. 
When we adjourned yesterday, Captain Martineau had come to the 
enlisted increased pay schedules and I take it we are ready to go from 
there. 

Captain Martrnrav. That is right, Mr. Chairman. I will proceed 
with the chart we showed vesterday. Taking up now the matter of 
the enlisted pay structure, [ would like to follow the same procedure 
we did yesterday. This first chart we showed here itemizes present 
pay under existing law for each existing grade for the periods of 
service from the entry point up to 30 years. 

We have drawn in these lines to indicate the area under which exist- 
ing law provides for the ingrade increase for the completion of each 
2 years of service. 

Existing law provides approximately a $7.50 increase for the com- 
pletion of each 2 years of service up to the 18-year service point, where, 
consistent with the philosophy of existing law, that ingrade increase 
doubles and it then becomes approximately $15 for the higher enlisted 
grades. 

In the area to the left of the career pattern, just as for officers 
and warrant officers, there is no ingrade increase. The area shown 
here to the right, there is no ingrade increase, because this is con- 
sidered to be in the realm of excessive time in grade. If a man is in 
one of these grades as indicated here, with this much service, it is not 
authorized under existing law to provide him with any further in- 
grade increase based upon years of service. 

This chart shows exactly the same figures we had on the previous 
chart, and the same career area. Again for simplification and ease of 
reading and following, we have eliminated the portion to the right 
of the line here because in all cases it is the same as the extreme right 
figure within the pattern. 

This yellow — is s show n here for periods of service under 2 years 
because that is the area which, under this bill will retain present pay. 
For this area, no increase is proposed. The increases are proposed for 
enlisted grades only commencing with 2 vears of service and more. 

(There is inserted herewith a composite table of the detailed charts 
used for demonstration purposes :) 
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You will recall yesterday we discussed the basic formula for deter- 
mining these proposed pay structures. We took the original Hook 
Commission pay structure that was designed in 1948 and considered 
by the Congress in 1949—we took that original Hook pay structure, 
and increased it by 4 percent to reflect the increases that Congress pro- 
vided in 1952. To that have been added the ingrade increases at vari- 
ous points that we will see presently. 

Now, this panel, the figures, in the light blue, indicate the proposed 
dollar increases per month for each of the grades. 

Again, in the yellow area, there is no increase proposed because it 
is recommended that we retain present pay, within the period of 
obligated service. 

This being a career incentive bill we are trying to provide incentives 
for young men to remain in service on a voluntary basis after they have 
completed their obligated service. 

Now, the red figures shown here are the additional ingrade increases 
that had been inserted at these points for the grades and periods of 
service indicated. 

Mr. Kitpay. The red is included in the blue ? 

Captain Martineav. The red is included in the total dollar increase 
shown in the blue. 

You will notice these additional increases have been inserted at 
those points where the outstanding young men, the aggresive, ambi- 
tious type, will be promoted. They are at the normal promotion points, 
just as they were for officers and warrant officers. The recommended 
increase is $7.80. The original Hook Commission ingrade increase 


was $7.50; increased by 4 percent, it becomes $7.80. This $11.70 rep- 
resents an additional half an increment. 

Now, on this panel, the red figures show the new net pay. 

In other words, it is the combination of the figures previously 
shown. This is the proposed pay, monthly basic pay, recommended 
in the bill now before you. Again, for the periods under 2 


» years, you 
will note it is exactly the same as existing law. 

For over 2 years, then we take up the new basis for computation, 
namely, the original Hock Commission structure, plus 4 percent, aticl 
thereafter, we insert those ingrade increases which were indicated on 
the other chart. 

Mr. Kitpay. Your large increase comes there over 3 years? 
Captain Martineau. The large increase comes—I think we can see 
that more clearly with this panel we have just put on. This is the 
percentage increase, shown in the blue, over existing law. 

You will note that it is a modest increase here at the 2-year point 
for the lower grades and it becomes a substantial increase for the 
higher enlisted grades for the periods of service of 4 years and moe. 

This is essentially the man we are most interested in keeping. He 
is the young man who has come into service, has worked hard and 
shown ability, marked ability. He has done a splendid job and usually 
hit the promotion points at the earliest times. 

Mr. Bianprorp. If the Hook Commission was correct in where they 
stopped the basic longevity increases, why was not the same theory 
applied to the private, first class, and the private and for that matter, 
to the corporal ? 
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The Hook Commission proposed increments up to 10 years of service 
for the private, first class. Now, you have in this proposal stopped 
your increment after 4 years of service. Now, if the Hook 47 asa 
was sound in its proposal that the increments increase up to 10 yea 
of service, why would you not be just as sound to continue those in- 
crements in the new proposal ? 

Captain Martineau. Mr. Blandford, I would like to attempt to ex- 
plain that in this way. The Hook proposal of course, was providing a 
career basis. That was the Career Compensation Act. 

This bill is a career incentive act. We are faced with a particular 
problem here, and we are anxious to retain certain men, namely, the 
able, aggressive, ambitious, young man who comes into service and 
gets promoted, who is able enough to get promoted when he sheuld. 

If he does not get promoted, and does not show the ability of his 
other contemporaries and remains in a grade beyond a certain period 
of time, which would be over 4 years for a corporal, then we propose 
he not get the same percentage increase he did formerly. 

Mr. Buanprorp. How many people would be involved if you took 
that 8.33 percent increase for private, first class, and spread it straight 
across for 10 years of service? There would be only a handful, would 
there not ? 

Captain Martineav. I estimate it would be a relatively small num- 
ber of men. 

Mr. Bianprorp. And yet, anyone looking at this and not familiar 
with the whole subject will immediately be confronted with a bunch 
of goose eggs. 

Captain Marrineav. That is quite true. 

Mr. Bianprorp. And of course their first impression is going to be 
that the private, first class, gets nothing. We are trying to propose 
this on the basis of an extension of the Hook proposal, that that was 
a sound pay system, and if that was a sound pay system, I suggest 
to the subcommittee that at least it look at this basic increase that is 
not continued for the private, first class, and the corporal up to the 
point that the Hook Commission originally recommended. 

Captain Marringav. The theory behind this proposal here, as you 
have pointed out, where the normal ingrade increases for the corporal 
are more or less stopped at the 4-year point, and the pay proposed for 
4 years continues on, and there is no increase at 6 years and no increase 
at 8 years, but present law does provide an increase. 

ae. BianprorD. That is the point. 

Captain MarringEav. Yes, so the percentage increase diminishes—— 

= Bianprorp. That is right. 

Captain Marrrneav. For “this individual down to 8 percent, and 
in 8 years service it has diminished to 2 percent. In 10 years of 
service existing pay would be more. So they have added just enough 
there to keep it matched with existing pays. Thus anybody who 
might be in this area would not suffer a loss in pay. 

Mr. Bianprorp. Just for the record, how much time does the average 
individual serve. The reason I ask is this: we have a new system, or 
have had it now for several years, a new system of rating. 

In other words, the private, first class, today is the old corporal of 

yesterday, and the corporal of today is the old buck ser geant of yester- 
year, but there are a lot of people who still think in terms of the old 
rating system. 
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Here is a private, first class, presumably doing the same job the 
corporal was doing in World War II. How long does a private serve 
as a private. After 4 months, he goes over the pay of $78 and up to 
the pay of $83.20. How long does that average private serve as an 
E-2 before he goes to private, first class? 

Captain Martineau. I would like to trace it through each one of 
the grades. First, 1 will take an average for all of the services. 

You realize the services are different for the time they spend in each 
of the grades. This will represent a more or less composite for all of 
the armed services. 

In the E-1 grade, the private has completed his first 4 months of 
training, and is now receiving the pay of $83.20a month. He is spend- 
ing 4months in that grade. 

Mr. BLanprorp. As E-1. 

Captain Marringeav. Yes. 

At the end of 4 months, he is promoted to E-2. 

Mr. Mitier. That is automatic ? 

Captain Martineau. If qualified. 

At the end of 10 months in the E-2 grade he is promoted to E-3. 

Mr. BuLanprorp. After 10 months’ total service he will be in E-3? 

Captain Martineau. That is right. 

Mr. Miter. If he qualifies. 

Captain Marrineav. Yes. 

Mr. Mitier. There is always a spot for him ¢ 

Captain Martineau. It is automatic. 

Mr. Mitier. When I was in the Army we had to wait for promo- 
tion until somebody got out. You had so many corporals, and so on. 

Captain Martineau. Up to E-3 the promotion is automatic if the 
man is qualified. He does not have to wait for a vacancy. After that 
he does. 

Mr. Bennett. Do you mean the rank of corporal has no responsi- 
bility for command? He may be a wiper for a gun or an ordinary 
rifleman. He has not command responsibilities at all as a result of 
his corporal stripes; is that right ? 

Captain Martineau. That is not the intention, but it is working out 
that way largely for this reason. So many men are leaving there is 
always room above. 

Mr. Bennetrr. You mean to say in the present Army it is not con- 
sidered exceptional or extraordinary to fall out a squad that has a 
sergeant at the head of the squad and the squad is composed of 
corporals ¢ 

Captain Marttneav. I would like to call on Colonel Brinckmann. 

Colonel BrrncKMANN. The corporal would be E-4 and he does have 
command responsibilities. 

Mr. Bennett. Who is E-3, then? 

Colonel BrrncKMANN. The private, first class, is E-3. 

Captain Martineau. The scales are a little different. These tables 
are made out for the Marine Corps rating. The ratings are a little 
different. 

Mr. Bennett. I understood Mr. Blandford to say a corporal to- 
lav was doing the job of a sergeant in World War II. It seems to 
me the reverse. 
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Mr. Bianprorp. The Army changed its system of rating. They 
eliminated the buck sergeant, and the corporal today in the Army is 
the old buck sergeant of World War II. 

Mr. Bennett. I remember when I was platoon sergeant and later 
staff sergeant, the highest rank they gave, and later on they gave to 
that same position the rank of “Tech” sergeant. Everybody else 
worked up. 

I understood from what was just testified an ordinary foot soldier 
“an be a corporal and he has not command responsibilities. 

Captain Martrneav. Not inthe Army. 

The Army rating you are referring to now, the E-5, here is a 
private, first class. 

Mr. Kinpay. I think we should stop to realize that in pay legisla- 
tion we establish pay grades, E-1, E-2, and E-3 and on up. The use 
of the military rank here is just for the purpose of giving us the 
relative position ; is that correct / 

Captain Martineav. That is exactly right. 

Mr. Kiipay. In other words, we have never said that the sergeant 
shall be E-+4+ or E-5. We have given the Department the right to 
- the grades to the pay scales; ‘is that right / 

Captain “Martrneav. Y es, Sir. 

Mr. Kiipay. Nowhere in the bill will it appear that the sergeant 
gets so much money. It will say the pay grade E-5 will get so much 
money. 

Mr. Witson. Could we have a chart to say how the different grades 
fit in the different services ? 

Captain Marringeav. We have such a chart, and will distribute 
that. 

Mr. Kinpay. I think we need that and we will get it. 

But if we just remmber as we go through here we are just talking 
about pay grades rates than military designation, it will save us a 
great deal of confusion. We have always used Army rates rather 
than Navy terms but that is only for relative purposes. 

And the law would provide it in relative terms. 

Captain Martineau. To continue then, to pay grade E-3, the aver- 
age individual in the armed services is spending LO ae At the 
end of that time he becomes eligible for promotion in E-4. F-4 in 
all the services is the lowest petty officer or noncommissioned officer 
rating. 

All of the services have certain requirements that are necessary for 
a man to be promoted into that grade. The average man, the average 
enlisted man in the armed services today is actually getting promoted 
into the E-4 grade in 2 years’ time, 2 years total service. 

Upon the completion of 314 years of total service, he is being pro- 
moted into the E-5 grade. At that time, he would be, of course, . pick- 
ing up the pay for over 2 years. At the end of about 31% years he is 
being promoted into C-5. At the end of 6 years of service, he is 
being promoted into E-6. And at the end of 9 years <j service he is 
being promoted into the highest enlisted grade, or E- 

Mr. Mixer. If this career incentive pay ’ bill wor ks, that promotion 
will be materially slowed down, will it not, because it will be holding 
these men. 

Captain Marringav In many instances it will. 
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Mr. Mixer. That is the thing we hope will happen. 

Captain Martineau. That is right. 

Mr. Mituer. I recall when we were talking about the officers we 
said these men who had qualified were held. Would that obtain in 
the case of the enlisted men? There was no slot for him but the man 
who is qualified for promotion will still have to get the promotion to 
get his pay. I am afraid you may put some brakes in here that will 
destroy the eflicacy of the thing we want. 

Mr. Kinpay. I will be happy to write a new pay bill, if that hap- 
pens, because that is what we are trying to get. 

Mr. Mitier. Yes. But in this pay bill if we are looking at this 
thing and applying a formula that will work while we have this rapid 
turnover that is going to be a block. If the bill works, we are going 
to find we will slow it down someplace else because there is no room 
for promotion. 

Mr. BLanprorp. That question was discussed with the drafting com- 
mittee—whether we would reach the point where we made a service 

career so attractive that it would practically block promotion. No- 
body thinks that would happen. 

Mr. Mururr. I don’t think 

Mr. Buanprorp. It would be a nice thing if it did happen. But the 
answer depends not upon the services but on the Appropriations Com- 
mittee. Because the Appropriations Committee normally breaks down 
the amount of money on a presentation that would be allowed for pay 
in the armed services, and then it would be up to the armed services 
to show they need more money to pay E-5’s and E-6’s because they 
are moving people up on those grades. 

It would be a matter of the Departments holding down promotions 
for these men. It would be a matter of how much money the Appro- 
priations Committee would let them have to pay the people. 

Mr. Miter. In this case, a man reaches E-7, over 10 years, and get- 
ting $261 a month, he can easily make adjustment in civil life, leav- 
ing the service, than an officer who is pretty well set in his position. 

This man can get a pusher job on the construction gang if he is a 
good master sergeant. 

Mr. Bianprorp. I might say the reenlistment rate is 98 percent on 

“ae f petty officers and master sergeants. 
Captain Marrixeav. I would “like to amplify the remarks Mr. 
Blandford just made. 

The Appropriations Committee and the Department of Defense 
have imposed a ceiling on the Navy that not more than 50 percent of 
our total enlisted personnel can be in the grades E-4 or above. 

We have in the Navy promotion in any grade E-4 or above, only 
on a competitive basis. 

Twice a year there is a navywide examination, a written examina- 
tion that takes place at the same time at every ship and station through- 
out the world. Those examinations are returned to a central source 
in Chicago, an examination marking center. They are machine- 
marked and a multiple is worked out for each man giving a certain 
weight to his examination mark, a certain weight to his proficiency 
marks, to his conduct, and to his length of service. 


55066—55—No. 6——-14 











594 


Then a multiple is determined for that man, and the people who get 
promoted, of course, are those with the highest multiple. 

There is a waiting list in the higher grades and all of the qualified 
men, even those who pass the examination in some of the ratings, are 
having to wait, because there is not a vacancy. The other very inter- 
esting point that you raised, Mr. Miller, as to whether or not any pay 
increase might further slow up promotions, I don’t think it would have 
an effect so much in that line. I do feel very strongly that a pay in- 
crease would retain in the service more able men. In other words, 
many of the young men who are in service today, and of the very type 
we want are leaving at the end of 2 years, or at the end of their first 
enlistment. 

Many are staying. But we would like the quality as high as possible. 
If you provide more pay you are going to have more quality, because 
more good men are going to stay In, and you are going to have stiffer 
competition for the promotions and better petty officers and noncom- 
missioned officers. 

Mr. Kitpay. That is what we are trying to do. 

Mr. Mitier. That is what we hope to do and all want. 

Captain Marrineav. And I am convinced that a bill of this nature 
will proceed very much in that direction. 

Mr. Kinpay. Go ahead, Captain. 

Captain Martineau. That completes the enlisted pay structure, Mr. 
Kilday. 

Mr. Kintpay. Are there any further questions on this ? 

Mr. Witson. What steps are being taken to induce the man who 
might leave the service before this pay bill is passed to come back in? 
There must be a lot of men who have looked on the outside and thought 
the grass looked pretty green and found it not quite so green and want 
to get back in. What steps are the services taking to attract these key- 
trained people back into the service ? 

Captain Martineau. I am glad to say a great deal is being done 
along that very line. 

Up until we faced this problem, when men left the service on the 
expiration of their enlistment they had up to 3 months to reenlist. If 
they reenlisted in a 3-month period, they could come back with the 
same rating as they had and the same high pay. 

In other words, without the loss of any rights and privileges. If 
they waited more than 3 months, they lost that. They could be recon- 
sidered for resiiMiatenadit and many of them were, but they came in at 
the bottom. Faced with the critical situation we are in, especi: ully the 
last year and I am speaking now of the Navy because I know that best 
and I think it furnishes a good example for this purpose. We have 
waived that restriction now and let any man who has been out, in 
certain critical ratings, out for up to 1 year, come back in the Service 
without loss of rating. 

We have attempted to get the name and address of every one who 
has left the service and get it to a recruiting office so that the recruit- 
ing personnel, the recruiting teams can contact these people who have 
left the Nav y and keep trac -k of him in his town, see how he is doing, 
talk to him, and make every effort to get him back, because we want 
that man. 
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Mr. Witson. Are the other services doing the same thing? 

Captain Martrneav. I believe they have very much of a parallel 
program. 

Mr. Wizson. I know of a radar technician, out 6 months, trained in 
a critical field: he has been out 6 months and they won’t let him come 
back unless he drops down. He has two dependents and because of 
that can’t get in and he is crying to get in. ‘The Navy plan looks very 
cvood. 

If you go back you will be able to pick up a lot of men who got out 
before the idea of a pay increase got going. But when they see the 
pay increase and the incentive in pay they will want to get back in. 

Captain Martineau. No question about it. 

Mr. Gavin. When have you begun the extension of 3 months to a 
year ¢ 

Captain Marrineavu. We inaugurated that last December, and the 
reaction has been good. We reserve the right in the Navy to name 
the rating. It is not blanket authority. We will not do that for 
every rating. 

Mr. Kinpay. How about the officer who goes off duty and enlists. 
What rating does he get / 

Captain Marrineav. That is not encouraged and I don’t know of 
any instances where it has occurred. 

At least, pay grade E-7. Or at least sergeant first class. 

In other words, the answer to your question, sir, would be in pay 
grade E—-6 or E-7 if he were accepted for enlistment. 

Mr. Kitpay. And in the Air Force ? 

Colonel Wetis. At one time it was E-4. I am not exactly certain 
what it is at the moment. 

Mr. Kitpay. Back in 1947, didn’t you encourage men who went off 
active duty as officers to come in by a blanket offer of master sergeant. 
Wasn't that true in the Air Force / 

Colonel Wetis. Yes, sir. 

Mr. Kinpay. That is no longer true. 

Colonel Wetts. I am informed that we now make a determination 
in each individual case. 

There are some people who come back in as E-6’s and E-7’s, | 
understand, but we could furnish more definite information. 

Mr. Kinpay. Didn't the policy of enlisting him as master sergeant 
serve to fill that grade to the point of stymieing promotions? 

Colonel Wetts. Yes. It was one of the reasons why the program 
was discontinued. It was a bad moral-factor to the people in the 
lower grades who could see the upper grades being filled up with ex- 
officers. ; 

Mr. Kitpay. What is the condition of your master-sergeant grade 
now’ Is it overpopulated ? 

Colonel Weis. I think we are close to 100 percent. 

Mr. Kintpay. Aren’t you above strength in master sergeant? 
Aren't you up to 110 or more? 

Colonel Wetts. I do not have the exact figures, but they will be 
furnished for the record. 

(The figures follow :) 
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NOTE.—Promotion quotas are established in this manner to provide an even flow of promotions into . : 
the senior noncommissioned grades in an attempt to avoid complete stagnation in these grades. retal 
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2. Even though 60,000 airmen are promoted to the grade of staff sergeant Tha 
yearly, the Air Force is not able to maintain authorized strength for these grades. p Ty 
3. For fiscal year 1956 it is anticipated that sufficient airmen in grades E—4 
will not become qualified to permit the Air Force to fill authorized vacancies. mo 
> it. ls 
Mr. Kitpay. How about the Army ? tor ] 
Colonel BrincKMaAnn. We have definitely frozen it. We cannot him 
make any promotions in that grade. It w 
Mr. Kitpay. But you still take the officer in as master sergeant. that 
Colonel BrincKkMANN. Yes. offic 
There is a cutoff date which determine whether it will be sergeant com 
first class or master sergeant. I don’t recall the date. M 
Captain Martineau. The Navy is over populated in some of the ta 
higher ratings. and 
Mr. Kixpay. Isn’t that a bad problem ? clas 
Captain Marrrneav. Yes. It has existed since the end of World \ 
War II. During World War IT it was possible for men to reach the the 
highest enlisted rating in very short time. Some made it in 3 or 4 chie 
years. Under temporary appointment and to aid recruiting and the sele 
problem as it existed at that time, Congress authorized every tempo- A 
rary appointment at the end of the war to become a permanent ap- and 
pointment. So the great majority who had reached the E-7 rating oth 
took advantage of that and shipped in under a permanent appoint- ave 
ment without regard to limitations. So that did produce a surplus chie 
in the E-7 grade which exists today and will continue to exist until ) 
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those men reach the 20 years’ service point and go on the inactive list. 

Mr. BuLanprorp. This is worse than it sounds. If you have 98 per- 
cent enlistment rate you are only losing 2 percent of your chief petty 
officers and master sergeants. 

You are now overstrength in your chief petty officers and 98 per- 
cent of those people are reenlisting, and if you have to wait 10 years 
before those people are eligible for retirement, something will have 
give. 
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Mr. Mitter. That is the point I am getting at. 

Mr. Arenps. We havea hump in that class. 

Mr. Miter. Yes. 

Captain Martineau. That has existed since World War II. 

Mr. Kinpay. We talked about that in the committee. By enlisting 
ull of them as E-7 you are going to overpopulate the grade and it 
was thought by the service at that time it would not overpopulate the 
grade. 

Captain Martineau. Ten years or thereafter, at the rate we are 
going now we will have a serious deficiency in that grade. We are not 
retaining the men in grade today who are the master sergeants of to- 
morrow. 

Mr. Miter. Isn’t that the very thing we are confronted with in the 
case of the officers ¢ 

Captain Martineau. The problem is parallel. 

Mr. Mitter. I am for a pay bill but I don’t see how all the fine 
figures you have set up are going to help solve the problem. 

Maybe I am very dense on it, but I don’t see where it is going to 
help any. 

Captain Marrrngav. It is our feeling that to solve this career incen- 
tive problem we have to accomplish two things if we are going to 
retain a man in service that we want today. 

First, we are going to have to give him an immediate and substantial 
pay Increase, so he will have more money today. 

That is step No. 1. 

Step No. 2. In addition we have got to provide incentive increases 
at later points in the career so that the career will be worth while 
for him to stay, to go through the normal promotion path and inspire 
him to attain the grade of E-7 and the higher commissioned grades. 
It would not be enough to give him an immediate increase. I know 
that because I have read numerous letters of resignation from the 
officers who are leaving the service today and one of their greatest 
complaints is the goal ahead is no longer enough. 

Mr. BLanprorp. Perhaps Admiral Grenfell can answer—how many 
of these people are going out of the enlisted category, E—5, 6, or 7, 
and going in the warrant officer program, the officer candidate 
¢lass—— 

Admiral GrenreLy. We have many other active programs which 
the chief petty officer can go to. Last week we appointed some 290 
chief petty officers into the officer candidate school. They were 
selected for that. 

A short time ago we selected 300 warrant officers from the chief 
and petty officer grades. The LDO programs took in 130. There are 
other programs. There is the seamen to admiral program. We are 
again opening up to help the officer picture and take some of the 
chief petty officers out of that hump. 

Mr. Bianprorp. That would be true in the Army and Air Force 
officer except the limited duty officer. 

Mr. Kitpay. Any more question? If not, we go to the next topic. 

Captain Martineau. I would like to mention one more. 

Mr. Kiipay. Go ahead. 

Captain Martrneav. Taking the Navy, taking the grade of radar- 
men. I have some figures here for the 12 months, December 1953 to 
December 1954. 
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Of all the radarmen whose enlistments expired during that period, 
4.8 percent of them reenlisted. 

Mr. Mitier. What grade are they / 

Captain Martineav. Those are all of the petty officer grades, name- 
ly E-7, 6, 5, and 4. Of the E-7’s we had 100 percent reenlistment. 
But of the E-6, first-class petty officers, technical sergeant, only 24 
percent of those men reenlisted, despite the fact that they were E-6’s. 

Mr. Miter. Isn’t that because the E-6’s see no place in this particu- 
lar grade. One of the reasons I brought this up was just one of these 
men who was an E-6 whom I know is going to get out at the end of 
his next enlistment. It will be 10 or 12 years. 

Captain Marringav. Speaking of the E-6, radarmen—— 

Mr. Mitier. He isa radarman over in the Pacific right now. 

Captain Martrneav. He made it in his third or fourth year of 
service I would estimate. 

Mr. Miter. I don’t know. 

Captain Marrineav. But he made it early. As a radarman he has 
tremendous opportunities. These electronic companies are advertis- 
ing in the service papers. They say we want graduates of the elec- 
tronic schools. I am going to show them at an appropriate time. 

Mr. Kinpay. Let’ssee them now. 

Captain Marrineav. These are advertisements that have appeared 
in the Navy Times. 

Mr. Arenpbs. On that ratio in the two different categories, a large 
percent of the boys were looking at the hump. Is there any way of 
telling what boys indicated they would like to stay / 

Captain Marrineav. I would say they were looking at two things. 
They were looking at the hump and the opportunity on the outside. 

Mr. Arenps. But there is no way of telling whether some wanted 
to stay in. 

Captain Marringeav. Except we have conducted surveys in the 
various services and we have asked them why are you getting out. 

Very few have said because of the hump or no promotion, but said 
it was because of the pay. 

Mr. Bianprorp. These ads are only for graduate engineers. 

Captain Marrineav. We have some more. 

Admiral Grenre.u. The first-class petty officers can jump that 
hump and do it frequently. They can jump it if they are good 
enough. They do not have to go through chief or petty officers ranks 
to become LDO’s. 

Mr. Mitrer. Isn't it in this grade we are talking about you do every- 
thing you can to keep them where they are ? 

Captain Marrineav. The radarman we would love to have as an 
electronics officer if we could get them. We are shy of those, sir. 

Mr. Mitter. Very shy. 

Captain Martineau. Next one. 

Next one, (reading) “If you are a college graduate with service 
education, or experience in electronics” 

Now, by engineers they do not necessarily mean graduate engineers. 
They mean enlisted men in the Navy and the other services with 
technical training. 

That is all. 
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Mr. Witson. Is there any truth to the story a lot of these large 
corporations have discontinued their training school because they 
know the military is conducting a wonderful training course for them ¢ 
i understand that is the case. 

Captain Martineau. I cannot answer that categorically but I would 
say there is a good deal of substance to it in part. There is no question 
about it, the service schools today and the technical ratings are prob- 
ably the greatest in the world. They have to be for the equipment we 
are taking care of today. We have to have the finest technical train- 
ing in the world today and we get it. 

And the smart, up-and-coming businesses are competing for these 
men. They want them. 

Mr. Witson. Might this not be a good point to discuss the technical 
training the men are getting ? 

It seems to me if we are giving these men this valuable training there 
ought to be some obligations connected with that that made sure we 
get some of our training back. 

Captain Martineau. We do to the highest extent possible. 

In other words, a young man comes in, he is recruited into the 
service. He goes through recruit training and he gets a battery of 
tests, as we attempt to find out what he has a capacity for. There is 
an urgent demand at all times for maintenance personnel in the service 
and we could not say “We are not going to give any technical training 
to you, Jones, unless you sign up for 2 years,” because we do not get 
enough to fill the jobs we have today. 

So we give the minimum training to this young man coming in, but 
we try not to give him too much. But enough so he can go out and 
tuke care of at least the basic equipment. For the more advanced 
courses we want some more from him. 

We say, “vou have to agree to extend your enlistment for 1 year or 
2 years to get this training,” and since that training is required for 
advancement in many of the technical ratings they agree in some cases 
to stay. 

Mr. Mitzter. Does that apply in the Air Force ? 

Captain Martineau. Yes, and inthe Army. 

Mr. Gavin. What is the average time / 

Captain Martineau. The average time is 1 year. In some long 
courses 1t 1s 2 years. 

Mr. Gavry. Do you ask him to extend for 3 or 4 years in some of the 
more important assignments ? 

Captain Martineau. We judge it on the length of the course and the 
difficulty of it and the expense of maintaining the schools. But we do 
try to keep that in mind. 

That is the point I would like to make. Mr. Wilson. We are not just 
giving these courses to anybody. We are trying to get the most out of 
it, and we are requiring people to sign up for the longest we can and 
still get them in the school. 

Mr. Kitpay. The longer it is the more difficult it is to get them? 

Captain Martineau. Yes. 

Mr. Kitpay. Now we are ready for the next topic. 

To which shall we proceed ? 

Captain Marrrneav. Whichever you care for, Mr. Chairman. We 
are now finished with the pay tables and that takes us to the top of 
page 3 of the bill. 
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This is a section which merely redesignates old subsections D and E 
of the Career Compensation Act, as sections C and D. This is nec- 
essary because the old subsection C in the present law was repealed 
by Public Law 378 of the 83d Congress, the warrant officers law. This 
is just a clearing up section. 

Mr. Kripay. Go on from there. 

Captain Marrineav. Coming to clause three this would provide a 
new subsection E in the Career Compensation Act and would amend 
the Aviation Cadet and the Naval Aviation Cadet Acts so as to entitle 
these aviation cadets to a new basis for determining their pay. 

It would entitle them to receive 50 percent of the basic pay of a 
second lieutenant, with less than 2 years of service. The present pay 
of an aviation cadet in both the Navy and Air Force is a flat amount 
and it is $109.20. 

This new basis would give him 50 percent of the basic pay of a 
second lieutenant, which would be $111.15, inasmuch as the pay for 
the second lieutenant with less than 2 years service is now $230.30. 

Mr. Gavin. Off the record. 

( Diseussion off the record.) 

Captain Martineau. I would like to answer that question. 

Under existing law the aviation cadet does not receive any incentive 
pay for the flying he does. This proposal would give him 50 percent 
of the second lieutenant’s pay and 50 percent of the incentive pay for 
aviation duty now authorized for a second lieutenant. So that would 
raise his gross pay to $161. 

Mr. Harpy. That is still as compared to $109. 

Captain Marrrneav. Yes, sir. 

Mr. Kitpay. That would be his total compensation / 

Captain Martineau. Yes, sir. He would get that incentive pay 
under this bill when he is engaged in aviation flights according to 
the requirements set up by the respective Secretaries, just as all other 
aviation personnel must now qualify for this incentive pay in 
aviation. 

Mr. Kitpay. When he is in flight school is he a cadet or an enlisted 
man ¢ 

Captain Martrneav. At preflight school he is a cadet. He is re- 
cruited as an aviation cadet and sent down to flying school in that 
grade. 

Mr. Kitpay. Preflight he would get $111.15? 

Captain Martineav. Yes. Until he first started flying. 

Mr. Kitpay. When he got to training school and started flying a 
puddle jumper he would go to $161 ? 

Captain Marrineav. That is right. 

Mr. Kitpay. And he would stay there until he is commissioned ? 

Captain Marrineav. Yes. 

Mr. Buanprorp. Mr. Chairman, in order to help the comptroller 
general in deciding whether these people are entitled to flight pay, 
let us just clarify this bill a little bit. 

This bill does not say in so many words that they get flight pay. 

Captain Marrineav. It will a little later on. Under the incentive 
pay tables there is incentive pay provided for aviation cadets. 

Mr. Harpy. Before we get to that, Mr. Chairman—— 

Mr. Kitpay. Mr. Hardy. 
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Mr. Harpy. May I inquire what percentage of the students in the 
service academies qualify as aviation cadets ? 

Mr. Kitpay. You mean West Point—— 

Mr. Harpy. Yes. What percentage of the students in the Air Force 
Academy, and Annapolis and West Point, would qualify as aviation 

cadets ¢ 

Captain Martineau. The aviation cadet program is a separate pro- 
cram from the service academies. We don’t send them from there. 
Both the Navy and Air Force go out and recruit aviation cadets from 
college and now high school gr: aduates. 

Mr. Harpy. Does that mean you do not classify any of the men at 
West Point and Annapolis as aviation cadets ? 

Captain Marrineau. They are not so classified. 

Mr. Harpy. Not so long ago Annapolis was qualified as aviation 
( adets. 

Captain Martineau. No. There was a time they gave aviation 
training and qualified cadets at West Point as pilots before they 
craduated. They have always had forms of flying training for cadets 
and midshipmen. 

At the Naval Academy they never had a program where midship- 
men qualified as aviators before graduation. 

Mr. Harpy. I understand at one time the midshipmen qualified as 
aviation cadets. 

Captain Martineau. No. 

Mr. Bianprorp. May I comment ? 

Mr. Kitpay. Yes; develop the record on the technical points. 

Mr. Bianprorp. The aviation cadet is not defined in the Career 
Compensation Act as an officer. His only pay comes under a special 
provision in the law which sets up a provision. 

I want to call attention to the fact that the only way this aviation 
cadet gets pay is because you put the word “aviation cadets” in your 
pay scale, But it will read, ‘subject to such regulations as may be pre- 
scribed by the President, “members of the uniformed services entitled 
to receive basic pay shall in addition thereto be entitled to receive 
incentive pay.” There is no question in your mind or the subcom- 
mittee’s mind but let us make it clear these aviation cadets, by the very 
inclusion of the word “aviation cadets” in the new proposed scale nr 
incentive pay will be entitled to incentive pay in the amount of $50 « 
month during such periods when they are assigned to regular partici- 
pation in aerial flights. 

I just mention that because we might get into a little bit of a hassle 
on definition of a member of uniformed service. 

Mr. Kitpay. If he is not a member of the uniformed service what 
is he? 

Mr. Branprorp. He is in section 527 and 528 of the Career Compen- 
sation Act. He is under a section of the law. 

Mr. Kirpay. What are his obligations? 

Captain Marrineav. He is enlisted and he signs papers as an avia- 
tion cadet. The L peratsments vary slightly in the Navy and the os 
Force. In the Navy, at the time he signs up, he signs up for a 4-yea 
contract, which will include the time of his training and the time in 
service as an officer, as an aviation officer. 

The Air Force has a slightly different arrangement whereby they 
require 3 years service, active service, of their aviation cadets upon 
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the completion of basic training—upon the successful completion of Ne 


basic training. » imp 
Mr. Kitpay. What happens to him if he washes out of flying train- ; fore 
ing? © cade 
Captain Martineau. He is released, sir. He is released from the Ss 
program. ) fore 


Mr. Kitpay. Unless he has come from enlisted status to cadet 
school ? 

Captain Martineau. Unless he has come from enlisted status. In 
the Navy for enlisted men who apply for and are accepted for avia- 
tion training under the law they become aviation cadets. They are 
appointed as aviation cadets. That is one of the reasons we want to 
‘aise the aviation cadet pay because the enlisted man in the Navy is 


coming in and taking reduction in pay during the time he is an FF M 
aviation cadet. » was 

The Air Force maintains enlisted men as student pilots. That is —R 1 th 
they maintain enlisted status during the time of their flight training. FR rece 


Is that right ? p the) 

Colonel Wetus. Yes, sir. If he is an enlisted man who would be FR alo: 
required to take a cut in pay we let him go through in his enlisted FR thi 
grade. If he is below the grade of E-4, we will appoint him as an FF ¢ 
aviation cadet. If he comes in from civilian life he comes in as an ff this 


enlisted man for 2 years. If he is eliminated, he reverts to enlisted FH in 1 
status and serves out his enlistment. If he has no obligated service he FR the 
is released to civilian life. » cen 

Mr. Bianprorp. This provision does not make an aviation cadet FF 
an officer? 

Captain Marrineav. In my opinion, it would not. In my opinion, 
under existing law he is entitled to the allowances of an officer. 

Mr. Bianprorp. I just want to make sure, because this “nit-picking” 
is to prevent us from getting into trouble later on. This part about 
the “aviation cadet will be paid half the rate of a commissioned officer’s 
pay scale” is only a reference for pay? 

Captain Martineav. Yes. 

Mr. Bianprorp. And he is not a commissioned officer at all ? 

Captain Martrneav. That is right, in my opinion. I would like to 
have the Air Force confirm that. 

Colonel Wetis. That is right. 

Mr. Kinpay. Are there any further questions? 

Captain Martineau. Do you wish more on that aviation cadet mat- 
ter or do you want to proceed ? 

Mr. Kitpay. I think that is sufficient for our purpose when it comes 
to marking the bill unless you have something you think we might 
need when we go into executive session. : 

Captain Marrinrav. I would like to mention a word in justifica- 
tion. Both in the Navy and Air Force the procurement problem is 
becoming increasingly serious in getting the aviation cadets they must 
have to form their programs. 

The Navy has attempted to hold the line on the matter of require- 
ments and is requiring 2 years college before appointing people as 
aviation cadets. They are only attaining a fraction of their quota. 
Their procurement for the month of January was 36 percent of the 
desired quota. 
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Now, the Air Force was faced with the same problem, but it was so 
important with them that they get sufficient numbers that they were 
forced to lower their standards. So they will now appoint aviation 
cadets from high-school graduates. 

So it can be said the Air Force is meeting their numbers but are 
forced to lower their requirements. Whereas ‘the Nav y is still holding 
to theiv 2-year college requirements but not meeting the number. 

— Kitbay. When was the pay fixed to its present scale ? 

Captain Marrineav. In the 1949 Career Compensation Act. 

Mr. Kinpay. And it was increased 4 percent in 1952 ? 

Captain MArTINnEAv. Yes. 

Mr. Kirpay. What was that prior to the 1949 act. 

Captain Martineau. Prior to the 1949 act, I believe it was $75. 

Mr. Buianprorp. The interesting part about that is at the time that 
was set that was just about half as much again as a private received. 
| think it was with the idea of giving them $25 more than a private 
received. When they raised the private and not the aviation cadet 
they got themselves in an embarrassing situation, and then they came 
along. with the Career Compensation “Act: and increased it to 105, I 
think, and then by 4 percent in 1952. 

Captain Martineau. It may be interesting to put in the record at 
this time, the basis for the recommendation by the Hook Commission 
in 1949 for this present pay. They proceeded on the assumption that 
the aviation cadet should receive the pay of a recruit, E-1, plus in- 
centive pay that a recruit would receive. 

So that early recommendation for the recruit was $75 

His incentive pay was supposed to be $30. That made it $105, which 
it was till 1952, with the 4 percent increase. 

We feel there is every justification for basing that pay of the avia- 
tion cadet upon the lowest commissioned grade, rather than the lowest 
enlisted grade. We propose now that he get not the full pay of the 
lowest commissioned grade, the second lieutenant. But it should be 
related to it—it should be a fraction of that pay, and it is proposed it 
be 50 percent. 

Mr. Kiipay. In other words, the grade to whicli he is aspiring, he 
is given 50 percent. 

C aptain Martrneav. That is correct. 

On the successful completion he will be commissioned a second lieu- 
tenant or an ensign or, as an aviator. 

Mr. Bianprorp. How about dependents ? 

Captain Martineau. They cannot be married. But they may pos- 
sibly have a dependent parent. 

Mr. Buanprorp. I am thinking of a man whose parents may become 
a ir while he is in the program. 

Captain Marrinrav. They are entitled to benefits of an officer. 
rh BLanprorp. Only with regard to subsistence. 
Captain Martineav. Yes. 

Mr. BLanprorp. Miss Pepper can comment on that. Are they or are 
they not? 

Miss Peprer. They are enlisted men and they have the enlisted rat- 
ing of an aviation cadet, so they are members of the uniformed services 
when you speak of members under the Career Compensation Act. 

Mr. Bianprorp. Only under sections 527 or 528 of the Career Com- 
pensation Act. 
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Miss Peprer. No, they are covered just as any other enlisted man 
is. An aviation cadet is a rating rather than an appointment. It is 
just an enlisted rating. 

Mr. Buanprorp. So when a man comes in from civilian life. as an 
aviation cadet he in effect signs an enlistment contract for 3 vears or 
4 years. 

Miss Perrer. Yes. I don’t know what the duration is. 

Mr. Buanprorp. He is entitled to all benefits by VA if he is injured, 
or retired under the Career Compensation Act and all other things’ 

Miss Pepper. Yes. 

Mr. Kivpay. Let us move on, Captain. 

Captain Martineau. Proceeding to the next portion of the bill, 
clause 4 makes a few typographical changes and corrections to the 
bill. Then we come down here to part D at the bottom of page 5 
which would amend section 204 (a) of the Career Compensation Act, 
by adding 3 new categories of hazardous duty. The present law pro- 
vides for nine categories of hazardous duty. 

The first of these, as proposed in the bill would add the category 
of low-pressure chamber inside observer. 

These men are those who are employed in special chambers to simu- 
late high altitude flight. It is necessary this work be performed in 
order to test the physiological reactions and deficiencies of personne! 
at increasingly high altitudes into which aviation is moving. 

These observers must accompany the students. All] student pilots 
go through these chambers. While the students spend a short time 
in there, these observers are subjected to those conditions repeatedly. 
They are subjected to changes in working pressure and that makes 
them susceptible to the ailment known as the “bends,” the same as 
deep-sea divers, lung pain, lung collapse and sometimes complete 
neurocirculatory collapse and death. Due to those facts, we are now 
not ordering men to perform this duty but are doing it strictly on a 
volunteer basis. 

At present, in the Air Force, and in Naval aviation, a total of 5% 
officers and 365 enlisted men are so employed. 

Mr. Bianprorp. What is their fatality rate ? 

Colonel Wetts. I believe there have been a total of nine fatalities 
in this work. Doctor Voris is here from the Navy and he has the 
detailed information. But nine is right. 

Mr. Huppieston. Over what period ? 

Colonel Wetts. About the last 4 years. 

Mr. Buanprorp. Is there any medical evidence available that these 
people are actually permanently injuring themselves—— 

Mr. Kinpay. Let’s have the doctor come around. 

As I understand it, this is not the attendant in the pressure cham 
bers that we had back during the war. This is at the new altitudes. 
Give your name to the reporter, Doctor. 

Commander Vorts. Frank B. Voris, Aviation Medicine Division. 
Navy Department, commander. 

Mr. Bianerorp. What is your experience now, Doctor, with regard 
to the disabling effects of duty in this type of low-pressure work. 

Commander Vorts. We in this aviation physiology training pro- 
gram both for the Air Force and the Navy find that with these volun- 
teer workers as instructors and inside observers, they are frequently 
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experiencing these joint pains, scotoma, a blinding sensation in the 
eye, shock, bends, and various physiological complaints. They are 
experiencing these effects more frequently as they go up. 

In other words, 1 may use myself as an example—in a series of 
about 30 or 35 runs back in 1942 and 1943 I began to experience these 
iucapacitating symptoms, and I attempted to denitrogenate myself 
by 100 percent oxygen for one half hour before going into the cham- 
ber, 

That. worked for awhile and then I began to experience the bends 
earlier and at lower atmospheric pressures to the point where I had 
to give it up completely. 

| tried to come back a month later. I could not do it. I tried to 
come back 2 or 3 years later, 1 could not do it. In other words, it is 
i permanent effect it has on you. Now, as to pathological effect, we 
don’t have any microscopic or gross pathological results. As a whole, 
there are individuals who maintain little blind spots. They find they 
can't follow their profession. 

They can’t follow this thing through. They have to stop and go 
into another field entirely. In other words, their usefulness after 
they have been trained to the services is limited as to the time they 
can withstand the pressure. 

Mr. Bianprorp. Have the insurance companies taken cognizance 
of this yet? 

Commander Vorts. They have to this extent: I have written to an 
actuary in Connecticut. They said the group is so small they have 
not placed them in a category that they would have to make a special 
risk of them. 

However, if they know that a man is taking it, a lot of them will 
not insure them. 

Mr. Bianprorp. In other words, if you went to an insurance com- 
pany and said, “I am assigned to a low-pressure chamber as duty,” 
t is your contention the average insurance company would say, “We 
will not insure you.” 

Commander Vorts. As a matter of fact, there is only one company 
which will insure, and that is Lloyd’s. In the Navy and Air Force 
they are assigned as volunteers. We have men trained to do this work. 
He is usually a hospital corpsman. He may work in the infirmary or 
hospital of this air station, in the examination room, or the ward, or 
do ordinary work which the average corpsman will do. And once a 
week he may be called out to the low-pressure chamber to go in and 
instruct. In other words, he is trained to do this work specifically, 
but does not give it his total time. He can only do so much of it. And 
the rest of the time instead of sitting around he does the duties of a 
regular corpsman in the Navy. 

Mr. Branprorp. What altitude do they work at—unless that is 
classified ? 

Commander Vorts. It is not classified. 

The portion I can give you is not classified. Air Force has different 
runs. They will have to consider that. Our unclassified runs are up 
to 15,000 feet with nonpressure breathing and to 43,000 feet with 
pressure breathing. 

At 43,000 feet with pressure oxygen you can just about get average 
proficiency out of an individual. When you go above that the pres- 
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sures are so low you cannot force the oxygen into his blood stream, 
even with 100 percent oxygen. You have to have that man breathe 
against pressure within the mask so you have the man inhale very 
easily and he has to push out. So the reaction to the pushing out of 
the breast or breathing against pressure also forces the oxygen through 
the membranes of the lung tissue and into solution in the blood. That 
is up to 43,000 feet and above that he can’t work any more. 

We hear of these temporary flights above that. Today, however, 
all flights above oxygen altitude which is above fifteen or eighteen 
thousand feet is in pressure cabins. 

Mr. Buianprorp. Perhaps this is a naive question, but why can’t 
the instructor wear a pressure suit—lI assume you have those for these 
people—why should he be exposed on a continuing basis to the danger 
of the bends when that can be overcome with a pressure suit? Isn't 
he in there merely to observe and watch / 

Commander Voris. That is true. He is to instruct also. He talks 
over the microphone also. 

Mr. BLanprorp. Can't he do that with a pressure suit on / 

Commander Voris. May I consult on that / 

Mr. Buanprorp. Yes. 

Commander Voris. Of the types of pressure suits we have they are 
not operational] to the point they can be used over long lengths of time. 

Mr. Bianprorp. That is because of the suits and not the individual / 

Commander Vorts. That is right. 

Mr. Bianprorp. So it is not something wrong with the individual 
but the uniform he is wearing / 

Commander Vorts. Yes. 

Mr. Buanprorp. The only reason I mention that is this: Are we put- 
ting something into law that would change soon? Maybe 100 years 
ago you might have wanted special pay for a man driving an automo- 
bile. Now we are running into a situation with a permanent law giv- 
ing some people special pay for a problem that could be solved per- 
haps tomorrow by having these people observe outside with a micro- 
phone through a glass window where they could observe at all times 
or else if they have to go in they put on pressure suits and are not ex- 
posed to any more danger than if they went to the commissary. 

Commander Voris. We have observers through intermediary pres- 
sure locks. If they are going to higher pressures than 45,000 feet 
which we do have in certain types of training I have not discussed, 
and the Air Force will have to take up because some sections are classi- 
fied, we have that intermediate or sea-level observation, 

However, it is absolutely necessary we have not only the instructors 
but an individual within the chamber at all times. A collapse is sud- 
den. Seconds, not minutes, mean a great deal in saving a man’s life. 

Of 18,000 runs in the last calendar year for the Navy alone, we have 
had better than 50 total neurocirculatory collapses in which the man 
was right there able to administer first aid. 

We switch on 100 percent and drop the pressure as soon as possible. 
It takes time to drop the pressure from 45,000 to sea level. I would 
not want to go in myself without anyone with me. 

Secondly, the pressure suits today are not operational to the point 
where they can do everything with them at all times. 

In other words, the suit the Navy has today is not operational. The 
partial pressure suit the Air Force has can only be tolerated to certain 
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lengths of time. Even if these men wore these suits as they are today 
they would be fully entitled to—as a matter of fact they prefer not 
to wear them, but they would be fully entitled to whatever incentive 
may be authorized. 

it is a rough, tough job and on a voluntary basis we do not have 
the people. 

Mr. Bianprorp. Are you qualified to discuss acceleration and de- 
celeration ¢ 

Commander Voris. I am. 

Mr. Bianprorp. As long as we have the doctor here we might dis- 
cuss that. 

How about that as a subject. Is that the chap they put on this long 
rail that we saw pictures of and get the speed up to eleven or twelve 
hundred feet per second ¢ 

Commander Voris. That isan example of acceleration. 

Mr. Bianprorp. And he comes to sudden stop and his eyes pop out. 

Commander Voris. That happens to be Colonel Stapp of the United 
States Air Force. We do horizontal acceleration, linear acceleration, 
tangential and circular acceleration done in circular centrifuges. 

Mr. Bianprorp. What is peculiar about this form of human en- 
deavor that makes it more dangerous than some other phase of Navy 
life that also has hazards that is not compensated for. 

Commander Vorts. When you subject any tissue, or any bit of hu- 
manity to forces that causes him to lose his eyesight, lose his conscious- 
ness, replaces body fluids, the blood stream, to the point where he has 
complete loss of consciousness, When you do that over a period of time, 
t is hazardous to the point where they do develop visual difficulties. 

[t is like the fighter who gets punched on the head enough so he gets 
punch drunk. We cannot show any pathological slides. 

Mr. Biuanprorp. Have you had any fatalities / 

Commander Vorts. Not on the acceleration. We did have a dead 
goat. He was not on hazard pay, however, and we are not asking it 
for him, 

Something went wrong with the arm of the case and he went out 
through the side of the building destroying an air-conditioning ma- 
chine and himself. 

Mr. BLAnprorp. Somebody has to be the goat in these things, but 
gain we are creating a new type of hazardous duty which may or 
may not be hazardous at some future date. What do you care to say 
on that ¢ 

Commander Vorts. I cannot visualize this type of endeavor not 
being hazardous at any time in the future. It is going to remain ex- 
tremely hazardous and not only that, an extremely difficult occupation 
to get anybody involved in. 

Mr. BLanprorp. How many are involved ? 

Captain Martineau. Twelve officers and thirty-two enlisted men in 
the Air Force and Navy combined. 

Mr. BLuanprorp. Can you comment on deep-sea diving, clause (12) ? 

Commander Vorts. No. 

Mr. Kinpay. Isthere anything further from the doctor ? 

Thank you, Doctor. 

Colonel Weuis. The figures he gave included ours. 

_ Captain Marrrnrav. The personnel are Navy and Air Force com- 
bined, 
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Mr. Buanprorp. Who can comment on helium mixture and deep-sea 
diving ¢ 

Mr. Kiwpay. The ultimate is the fellow on the sled. We are not 

saying all are going to do that. But that is just the ultimate. But 
there are mi iny of these tests run at lesser speeds but also very high 
speeds? Is that right? Will somebody say for the record? 

Colonel WELLs. Yes, sir; that is correct. 

Mr. Kinpay. Go ahead. 

Captain Martineau. The third hazardous duty category is listed on 
page 4, item 12, duty involving the use of helium-oxygen for a breath- 
ing mixture in the execution of F deep- sea diving. 

The number of personnel involved is 25 officers and 280 enlisted 
men. 

Using normal air under pressure for breathing, most professional] 
deep-sea divers cannot go below 250 feet. 

The absolute maximum using that mixture for breathing has been 
300 feet. Below that depth they are subjected to oxygen poisoning 
and nitrogen narcosis that would be fatal. To obtain greater depths 
that would be nec essary particularly in the Navy for submarine salv: age 
a new method had to be devised which would enable divers to go 
deeper. 

You may recall the Squalus sinking several years ago, before World 
War II. I believe the Squalus went down to approximately the maxi- 
mum depth to which a diver could go at that time and you will recall 
they did rescue a large number of personnel solely because they were 
able to get a diver down there. 

Fortunately it was at a depth he could reach. 

Mr. Bares. Wasn’t that some bell they used there ? 

Captain Martrneav. The diver goes down and attaches this bell, 
and that is what enables the personnel to get out but they cannot 
do that without the divers getting down there. That led to the de- 
velopment of new breathing mixtures. Helium does not produce the 
narcotic effects that nitrogen does; but it is more likely to produce 
the bends and it does so, when it does occur, at depths below the sur- 
face of the water, whereas in using normal air for breathing, men 
are subjected to the bends when they reach the surface. 

But if you get an attack of the bends at depth it is always fatal 
because it is necessary they be given immediate treatment. But they 
have also to be decompressed and brought up gradually. This breath- 
ing device—in this breathing device it is necessary the helium-oxygen 
mixture be passed over caustic soda to remove carbon dioxide. = 
produces a danger of body burns, and if the system should leak a 
any time at depth this caustic soda would be forced over the ain 
body of the diver, with absolutely fatal results, and that has oc- 
curred. 

This method has been used and developed by the Navy. The Navy 
is the only group that has occasion to do deep-sea diving below about 
150 feet. Most of the commercial diving is done at 150 feet or at a 
lesser depth. There are very few insurance companies that will in- 
sure divers at all. 

Mr. Krtpay. Any divers? 

Captain Martrneav. Any divers. 

There are 1 or 2 companies that will consider issuing insurance on 
a deep-sea diver at a greatly increased rate. 
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Under present law and the Career Compensation Act one of those 
entitled to incentive pay, $50 for enlisted men and $100 for an officer, 
are categories for deep-sea diving at schools, items 8 and 9 under 
existing law. 

They are entitled to incentive pay for diving duty at the sub- 
marine escape training tank when such duty involves participation 
in the training. They are also entitled to incentive pay for duty at 
the Navy Deep Sea Diving School or the Navy Experimental Diving 
Unit. 

So we have the peculiar situation today, when men under train- 
ing for helium-oxygen diving are entitled to incentive pay, as are 
those who are instructing. But as soon as they are tramed and 
have the qualification and go out to become divers and perform diving 
duty in the Navy they are no longer entitled to that. 

Mr. Buianprorp. But they are entitled to diving duty pay ? 

Captain Martineau. No. But I would like to come to the diving 
dluty pay later. 

The maximum pay for diving duty is $30. 

So under present law, men training to attain deep-sea diving quali- 
fications are entitled to this incentive pay of $50; but this ceases when 
they are qualified. They are entitled then only to the lower rate of 
special diving pay. Under section 205 of the Career Compensation 
Act, that does go into the matter of the special pay for diving. It 
has two sections. 

A, which authorized giving divers a diving pay varying between 
$5 and $30 a month, under regulations by the Secretary. 

Mr. Bianprorp. That is if just assigned to diving duty / 

Captain Martineau. Yes. A portion of that pay is qualification 
pay and the remainder of that pay is what is known as footage pay. 

For instance, a master diver in the Navy is entitled to diving pay 
consisting of $20 for diving qualifications plus $10 footage pay. 
Footage pay means that he is given 5 cents a foot for every foot he 
goes below 120 feet, whether or not it be a training dive. 

Now, in subsection B, there it authorizes what is known as salvage 
pay for divers. That says that divers who are engaged in actual 
salvage or repair operations at depths exceeding 90 feet or at less 
than 90 feet if the officer conducting the operation deems that extra 
hazardous conditions exist. 

They are then entitled to a salvage pay of $5 per hour. These 
helium-oxygen divers are not entitled to that $5 pay because a good 
deal of the diving they do is for training purposes. But they must 
conduct deep training dives to be in training for submarine salvage 
they may be called upon to do. 

Mr. BLanprorp. Won't it become practically nonexistent for prac- 
tical purposes because of the way this is worded, the way this is worded 
means if they have helium-oxygen on board ship and it is available 
for use for any type of dives which may be encountered, that is a duty 
which involves the use of helium-oxygen. 

Captain Martineav. All divers are not trained in the use of helium- 
oxygen and neither do they use that helium-oxygen in all types of 
dives. Only in deep dives. 
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Mr. Brianprorp. But the ship carrying the diving equipment will 
have to have the helium-oxygen for any type of deep dives that may be 
necessary. The way that is written would that not be sufficient to 
qualify everybody in diving pay for the new incentive pay ? 

Captain Martineau. No. 

The only people entitled to this new incentive pay would be those 
conducting the helium-oxygen diving. 

Mr. Buianprorp. Let us put the question this way. Suppose you 
have a ship and you have diving equipment on it, and you have 10 
peaiie on the ship who are qualified in helium-oxygen diving, and you 
1ave 10 people who are not. And the ship goes out to sea and part 
of the diving is 150 or 200 feet, where they use normal diving pro- 
cedures, but the ship is equipped for helium-oxygen diving. 

Who on that ship is going to draw the helium-oxygen pay and who 
the diving pay ? 

Captain Martineau. Under this bill, the men who are qualified and 
meet the continuing requirements for helium-oxygen would draw the 
incentive pay at the rate of $50 a month. 

Mr. BLanprorp. But won’t every diver who goes through the diving 
school be qualified in the use of helium-oxygen ? 

eg Martineau. I would like at this point to introduce the com- 
manding officer of the Navy Diving School who is here today and who 
is better qualified to answer these particular technical questions. He 
is a diver, himself. 

Mr, Kixtpay. Come around and give your name to the reporter. 

Commander pes Grances. I am Comdr. M. des Granges, officer 
in charge, United States Navy Experimental Diving Unit, and United 
States Navy School of Deep Sea Diving. 

I think the point is, the essence is there are only 10 ships in the 
Navy that have helium equipment. Of all the diving equipment we 
have and of all the activities that do diving there are only 10, and 
of those 10 ships there is a maximum per ship allowance of 20 men, 
20 divers. So the total paid as helium pay would be those 200 men 
on those 10 ships. 

Mr. Bianprorp. Is it not true that every diver you put through 
school from here on out is going to take at least a course in helium- 
oxygen diving. You are not going to set up two diver types, one for 
helium-oxygen, and one for normal diving ? 

Commander pes GRANGEs. Yes, very definitely. 

The need for helium-oxygen is a very small percentage of the diving 
needs of the Navy and therefore, it would be senseless to put the addi- 
tional training time into all divers that equips them to use helium, 
which is a very complicated process and also to put them through the 
dangers. 

Mr. Bianprorp. The Comptroller General will be the one who de- 
cides this. That is the reason I phrase these questions. You have 10 
people on a ship qualified for helium-oxvgen type of diving, and that 
ship is equipped to perform that type of dive, and then those 10 people 
and only those 10 people will be qualified for that incentive pay. 

Any other diver not qualified would not be entitled to it, but the 
presence of the helium-oxygen equipment on the ship would be the de- 
termining factor or would it be the qualification of the man ? 
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Commander pes Grances. I am sure the bill says in some such 
terms as the Secretary would direct, and I am quite sure he would 
require the performance of helium-oxygen dives. ae 

Mr. Bianprorp. But you see the problem; the ship is going to be 
equipped for it: First, the man must be qualified; and second, per- 
forming duty on a ship equipped for this type of work. 

Commander pes Grances. Yes. 

Mr. Buanprorp. Or suppose a diver qualified in helium-oxygen was 
to go aboard a ship where there was no helium-oxygen equipment ‘ 

Commander pes Grances. He would not be entitled to helium- 
oxygen pay. 

Mr. Bennett. Is this specialty pay based on a month-to-month 
basis or is it once yeu get it you get it for the rest of your life in the 
service ¢ 

Commander pes Grances. The way it is written, Mr. Bennett, serv- 
ing on board—designated as such, and serving on board. That means 
he is on a month-to-month basis, and if he is detached from that duty 
he will not receive the helium-oxygen pay. 

Mr. Bennett. You will not have a lot of admirals in the Pentagon 
drawing this helium-oxygen pay ? 

Commander pes Grances. No, sir. 

Mr. Wuison. Is there something whereby a man might quality? 
Should he make one dive a month from a proficiency point of view to 
qualify for this pay, such as in hazardous duty such as aviation they 
have to maintain a certain number of flying hours? 

Commander pes GraNGES. We have the designation first-class diver, 
which includes helium-oxygen diving. And we have the designation 
master diver which is a specially selected first-class diver. 

Mr. Wirson. Does he have to maintain proficiency in practice ? 

Commander pes Grances. That was the aim of the footage dives 
that Captain Martineau mentioned. 

Mr. Witson. I am sorry; I don’t understand. 

Commander prs Grances. On the pay of $30, he only gets $20 for 
the designation and naturally he is going to take every opportunity 
he can to get the additional $10 allowed him and that is only on the 
basis of footage, the depth is over 120 feet. 

We will have to put in the requirements for helium-oxygen pay, a 
method. 

Mr. Witson. They will have 1 diver and 3 bookeepers ? 

Mr. Kripay. What we were wondering is what you pay the man 
who goes down to measure that footage. 

Is there anything further ? 

Commander prs Grances. We have a tattle-tail on him. We have 
what is called a fathometer. The bottom end of the gage goes with 
them and we read on the surface. 

Mr. Kitpay. He can’t cheat. 

Is there anything further? 

_ [ believe this is a good stopping place. We will meet Friday morn- 
ing at 10 o’clock, in this room. , 

(Whereupon, at 11:50 a. m., the committee adjourned, to reconvene 

at 10a. m., Friday, February 25, 1955.) 
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CAREER INCENTIVE ACT OF 1955 





FRIDAY, FEBRUARY 25, 1955 


Howse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuscoMMITTEE No, 2, 
Washington, D.C: 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 

Mr. Kitpay. The committee will be in order. 

We will renew this morning our hearings on H. R. 2607. 

The next topic will be incentive pay for hazard duty. 

I would like to make just a short preliminary statement. This type 
of pay came into the pay system about 1917, during World War I 
when those who were assigned to flying duty were granted a 50 per- 
cent increase in pay, or 50 percent pay as flying pay. It continued on 
a percentage basis up until 1949 in the Career Compensation Act. 

At that time, we changed it to a lump sum and on a table set out in 
the bill. 

Those who were here in 1949—Colonel Corbin is one—will recall 
that on the floor of the House, this issue was brought up specifically 
and on a number of occasions by different amendments which were 
offered to eliminate, practically eliminate, or to greatly change the 
idea of what is commonly called flight pay. 

I forget now how many teller votes we had. 

Mr. Bianprorp. We had 1 vote of 99 to 99 to eliminate it. It lost 
ona tie. 

Mr. Kiupay. Yes, there were quite a number of votes. The point 
is that in 1949, the question as to whether or not there should be such 
pay included for the military was before the Congress specifically. 
It was fully debated. It was debated over a long period of time. 

It was voted on more than once, and the system of incentive pay was 
then confirmed, after having been in existence since about 1917, so I 
feel that in taking up this subject in the pay bill, we should concen- 
trate primarily on what changes there may have been since 1949. 

In other words, to what extent supersonic speeds and stratosphere 
flight, jet planes, new types of equipment, things of that kind, and 
atomic submarines, all of the new developments and things that have 
come ino focus since 1949, are concerned. 

I believe that I am correct in taking the position that the question 
having been fully debated as to the existence of the policy in 1949, 
that we should concentrate our efforts in this bill to development since 
1949, 

This morning we have with us Col. Frank Corbin, of the Air Force, 
who worked with us in 1949 on the Career Compensation Act, as did 
Captain Martineau, and who knows this subject from every angle. 
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We are glad to have you, Colonel. We welcome you back to this 
forum. You can proceed now if you have a prepared statement. 
Colonel Corstn. Thank you, sir. 

I would like to proceed, Mr. Chairman, and members of the com- 
mittee, by saying first that I am proud to be here and proud to be 
associated with Captain Martineau in the presentation of the bill. 

I am presently assigned as the Staff Judge Advocate of one of the 
major combat commands of the Air Force, the Tactical Air Command, 
and in that position, I have to observe and know the morale of the 
men and officers of all ranks and grades who man our modern aircraft. 

Now, my presentation, as the chairman has pointed out, is pointed 
at clause 5, on page 4 of the bill. 

This provides for an amendment to section 204 (b) of the Career 

Compensation Act, and it provides certain clarifying and simplify- 
ing language in the introductory clause. 
It relates to pay provided for two classes of duty, namely, flying 
duty as a crew member, and submarine duty. In other words, this 
is the much fought-over and much argued flying pay and submarine 
pay. 

Let me digress a moment and point out that in the speeches that 
have already been made, there has been a great deal of justification 
presented to your committee. I wish to amplify that to some extent. 
In inverse order let us first consider the justification for submarine 
pay. 

In starting, let me say that the submarine service as such, is, and 
has been for some time, purely voluntary. This will be amplified and 
explained further in a few minutes. 

The fatality rates in World War II were extremely high. They 
ran to 238 per thousand, as compared to 38 per thousand in the sur- 
face fleet. and that reflected a loss of some 52 submarines. 

Since World War II, the fatality rates in submarines have been 
negligible, and this certainly speaks well for the caliber of men and 
officers who man these vessels. But the hazard is there, and remem- 
ber, it is only one mistake away. 

In addition, the cramped quarters, the poor air, the unknown 
danger level of atomic submarines, the snorkel and other develop- 
ments that make longer period of submersion possible, all tend to re- 
duce the appeal of submarine life. 

In passing I might point out that the injury rate aboard submarines 
is about 50 percent higher than it is of the total forces afloat. This 
is due, in a large part, to the cramped quarters, and the other condi- 
tions under which the submariners work. 

The modern submarines now operate below escape levels, and the 
operation of each submarine depends on all members of the crew. 
Every qualified submariner, officer and man, must know how to op- 
erate all equipment on board which affects the safety of the vessel, 
and, accordingly, he must meet the highest qualifications. 

After World War IT, there was a large pool of officers and men well- 
trained in the submarine service. This pool has gone because age 
has canceled out of these former members of the submarine service 
the necessary physical attainments that they must have to remain 
in that service. 

I would like to pause at this moment, and ask Admiral Grenfell, 
an expert, to speak a few words. 
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Mr. Rivers. I would like to interject something right here, Mr. 
Chairman. 

That is pretty good for the Air Force to make such a fine defense 
of a sister service. That is very well done, sir. 

Colonel Corsryn. That is unification, sir. 

Mr. Rivers. We are getting down to unification and that’s pretty 
good strategy. 

Mr. Bares. Not purely coincidental. 

Mr. Kiipay. I would observe we expect strategy from the military 
personnel. 

Admiral Grenretit. Mr. Chairman, I would like to point out that 
we had this same cooperation during World War II at times, as you 
all may recall. The submarine service was successful in picking up 
over 550 aviators out of the water close to the enermy’s shores. We 
were very happy to be able to do this. 

Mr. Gavin. I wonder who will be the one to say something about the 
ground forces. 

Admiral GrenFeLL. We carry the ground forces in our submarines 
when they like to come, Mr. Chairman. 

First, I would like to qualify myself as a submarine expert if you 
will, sir. 

I have been in the submarine service since 28, all of my sea service 
has been devoted to submarine service and still is and will be for at 
least one more tour, in submarines, I hope. I love them and think 
the submarine service is comparable to the Marine Corps in many ways 
as far as esprit de corps goes. 

The justification for submarine pay I am sure you are acquainted 
with, but I would like to review it in this regard. As you all know, 
submarine pay on the same scale—I should say on half the scale of 
flight pay—came into existence in 1928 for officers and men, when Con- 
gress passed a bill which gave us 25 percent base pay for hazardous 
duty in submarines. 

Prior to that time, enlisted men received $1 a dive, with a limited 
amount of 20 dives per month. Since that time, we received 25 per- 
cent submarine pay until World War II, when we were brought up 
to the same level as the aviation personnel—50 percent. 

Prior to 1928, also, our service was not a volunteer service at all. 
It couldn’t be, because we couldn’t get enough volunteers for the 
service. 

For example, my class in submarine school, New London, a class of 
40 officers, which entered in July of 1928, there were only five of us 
who were volunteers out of the 40. I happened to be a volunteer 
because I happened to like or thought I would like submarine service, 
and I did. 

It is significant that the other 35 were not volunteers. They had to 
be drafted from one source or another. To say that the quality of the 
output of that class was below average, is, I think, something of an 
understatement as statistics proved later on. 

The people were not interested in going into submarine service. 
The other 35 didn’t want it and they didn’t stay in the service too long 
after that time. 

With the advent of submarine pay into the submarine service, the 
picture changed quite a bit. We then went to a volunteer basis and 
have been volunteer ever since in both the officer and enlisted groups. 
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It is today a volunteer service. We would like to keep it that way. 
With volunteer service, we get quality and thank God we had it when 
World War II came along, because the efficiency of our service during 
World War IT was one of the most important factors which helped 
spell success for the submarine force in World War II. 

Prior to 1928, for a period of 18 years, approximately, the period 
between World War I and 1928, we had many serious casualties in the 
submarine force of our Navy, namely, over 15 casualties which resulted 
in rather heavy loss of life. 

Subsequent to the introduction of submarine pay into our Navy fol- 
lowing 1928, up until World War II began, we had only two serious 
-asualties— 

Mr. Kitpay. When you say casualty you mean ships ? 

Admiral GreenFre.u. Ships, where loss in life was involved, battery 
explosions like we had the other day out in San Francisco Ship Yard, 
engine explosions, loss of the submarine itself, or loss of some part 
of the crew where loss of life occurred. 

The Squalus, in 1938, as you recall, there was a loss of about half of 
its crew and the O-9, in “41, an old submarine brought out of reserve— 
we didn’t want to use her but we had to—it was lost from causes 
unknown and never seen again with a loss of all hands. 

I think that shows what incentive pay will do to people to get them 
to volunteer for a rather unpleasant service. 

Today, it is a much better service than it was when I first went into 
it. The submarines are better designed, more comfortable if you can 
make them so. However, they are still cramped. They are still com- 
pletely enclosed and now the design trend is such that fewer and fewer 
personnel have an opportunity to get out in the open on deck, to get 
up topside in the air, which we all like to do occasionally. 

This is because the true submarine is coming into being; the 
Natilus, namely, is probably the closest we will ever come to a true 
submarine if not a completely true submarine, one which may be able 
to go around the world completely submerged. 

This changes somewhat the thoughts of the individuals who want 
to go into submarine service. I think all of us when we get aboard 
a ship like to get out into the open air. The closer we can come to a 
true submarine the less we can do that. Again, this is another char- 
acteristic which makes submarine service not too popular with en- 
listed men, and officers. 

To say that we haven't had any losses since the end of World War 
II is almost true. We did have a serious submarine casualty up off 
the coast of Norway a few years ago, which would have been very 
serious had not a sister submarine been in the vicinity at the time. 
This was the case of the Cochino, which had a bad fire aboard, and the 
submarine had to be abandoned and sunk, all the people except five 
were saved. 

They were lost in the process of transferring them in heavy seas and 
storms off the coast of Norway in middle of winter. They were lost. 
That casualty occurred in 1949, I believe, sir. 

Since then, however; since World War IT, we have had many close 
ealls. About 15 submarines have been run down by destroyers in 
advanced practices in order to keep our people up to battle efficiency : 
naturally, we have to conduct similated warfare and more than that. 
to provide our antisubmarine people with effective training. 
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This is done with a certain amount of calculated risk, with care, but 
we have to do it if we are going to make our training realistic. There 
have been about 15 submarines since the end of World War II that 
have been run down, run over, causing damage and fortunately thus 
far no loss of life. 

The last casualty we had of course, was last Sunday, which many 
of you read about in the papers, the case of the Pomodon, one of the 
submarines in the flotilla I last came from which had a battery explo- 
sion out in San Francisco Ship Yard with a loss of at least five lives 
so far, so the hazard is still there. 

With the advent of the atomic powered submarine, the picture is 
going to become a little bit more hazardous. 

Today our submarines have not had a very high-speed character- 
istic, submerged. We have been developing it since the end of the 
war. 

The Nauti/us is a long stride in that direction. It will be able to 
maintain high speeds for a considerable length of time. I point this 
out because heretofore when a submarine went at high speed sub- 
merged you could assign the most experienced of your crew at the 
sensitive stations aboard the submarine, the best men you had for the 
duration of the normal attack period, say, for an hour or an hour and 
a half; you knew you had your best men there, that everything was 
going to be all right. 

Now, where you are going to run at high speeds all the time it 
means your men have got to be on their toes al] the time. You can’t 
afford to have one slip made. 

Therefore, we still need high-quality personnel throughout our sub- 
marine service. 

I would like to point out that there is a lack of interest beginning to 
become apparent, as to volunteers for our submarine service, and this 
causes us some concern. I don’t say that this lack of interest is en- 
tirely due to lack of incentive pay but I think that it is to some extent. 

There may be other reasons too, certainly, the unattractiveness of 
submarine service compared to other types of services is one of the 
factors. Our operational commitments are no greater than those of 
any other type of service at the moment, so we can say, I think, hon- 
estly that incentive pay, particularly for the younger officers is an 
important factor in this lack of interest. 

This can be shown by the fact that in 1948, for 60 vacancies at sub- 
marine school we had 300 applicants, a very nice selective group to 
pick from. 

Naturally, we could pick very good quality. 

This has dropped off gradually from year to year until the last 
class of this last year, we only had 209 applicants for vacancies of 
120, in the submarine school—a marked dropoff and now the class 
that is due to enter in July of this year, the applications closing on 
March 1, we only have 107 applications for 120 vacancies at this 
inoment. 

Mr. Gavin. What are those figures, 120 applicants? 

Admiral Grenrett. Yes, sir; starting from 1948, sir. 

Mr. Gavin. This last one ? 

Admiral Grenrett. Two hundred and nine for the last class in 
calendar year 1954, 209 applicants for 120 vacancies, less than 2 to 1, 
whereas, we had 5 to 1 in 1948. 
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Now, with this class coming up in July, another class of 120, as of 
right now, we only have about 107 applicants and all of those appli- 
cants of course will not be accepted—because they may not have the 
necessary qualifications to be taken in, so we see, possibly for the first 
time since the end of World War II, or since the introduction of in- 
centive pay, we will probably have to take in fewer number than our 
requirements call for. 

Mr. Bianprorp. Are these officers or enlisted men ? 

Admiral Grenre.. Officers. 

A 6-month course in New London, the officer class. 

Mr. Bianprorp. What about the situation with regard to enlisted 
men ? 

Admiral Grenrety. The enlisted situation is not much different. 
The enlisted section over in BuPers advised me recently that where 
they used to have a large pool of names to draw from, volunteers, 
this pool has vanished. Now, we still can just maintain the input 
on a volunteer service but it is a hand-to-mouth affair if you will. 

We don’t know when we will not be able to fulfill that requirement, 
too. 

One more werd about the submarine enlisted men. I think one of 
the things that detracts their interest is the fact that with the chief 
petty officer for instance, the difference between his normal pay at 
sea for nonsubmarine service and for submarine service—the differ- 
ential is so small that he doesn’t consider it worth his while to go to 
the extra hazardous duty, if you will, and also the extra type of un- 
pleasant duty that submarine service entails. 

Mr. Bianprorp. You mean the submarine pay that he receives, 
which is $75 I think for the chief petty officer, is insufficient in com- 
parison with what he would draw if he were, say, aboard a carrier, 
where he would get the $22.50 for foreign service anyway / 

He gets the $22.50 aboard the submarine does he not, plus the $75? 

Admiral GRENFELL. Yes. 

Mr. Bianprorp. What you are really talking about is the fact the 
chief petty officer is not particularly interested in the $75 he gets / 

Admiral GrenreLy. No. 

He is an older man. The facilities aboard the big ship are much 
more comfortable. Life is better. He has movies and other comforts 
and he doesn’t want to give up some of these pleasantries for the hard- 
ship of submarine service. 

That is all I have, sir. 

Mr. Kitpay. At this point, I think we ought to observe and maybe 
have some comment on the fact that if we are correct that increased 
pay is an incentive, and my personal opinion is that it is too late to 
argue a question that has been in existence now for such a long period 
of time—it is an adopted policy—but if we are correct that pay con- 
stitutes an incentive, then there must be some adequate relationship 
between the increased pay and the base pay. In other words, 10 per- 
cent is half the incentive of 20 percent. 

Admiral Grenretut. That is right. 

Mr. Kitpay. So that in 1949, we did somewhat reduce the relation- 
ship, the differential between the two, and if we are correct, we have 
this policy that we should maintain, an adequate differential to 
actually constitute an incentive because if it is not enough to constitute 
an incentive we ought not to pay anything if it doesn’t produce the 

result. 
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Admiral GrenFeELL. Yes, sir. 

Mr. Buanprorp. May I mention at this point for the record, just to 
remind the subcommittee that submariners are in a little different 
situation than flying personnel in that they must be serving on board 
a submarine in order to draw submarine pay ¢ 

In other words, a member of a staff, shore based, is not entitled to 
submarine pay ; is that correct, Admiral 

Admiral GrenreL.. May I clarify a little bit? You have to be at- 
tached to a submarine; yes, sir. Certain staff members in very limited 
number 

Mr. Buanprorp. The operations officer. 

Admiral GrenFeLL. The operations, planning officer who have to go 
out in submarines and who do go out in submarines do get submarine 
pay. The number is very limited. 

Mr. Buanprorp. There is no way, for example, for an admiral who 
is a submariner to go aboard a submarine once or twice a month and 
qualify for submarine pay. Once a man is detached from a submarine 
he does not continue to draw submarine pay, and I believe that if he is 
hospitalized for a certain period of time, he also loses submarine pay. 

Admiral GrenFreLL. Beyond 15 days, sir. 

Mr. Rivers. When did you go off submarine pay, Admiral ? 

Admiral GRENFELL. I had command of Submarine Flotilla 1 in San 
Diego from 1952 to 1953, I fiscal year. I last had submarine pay in 
July of 1953, sir. 

Mr. Rivers. The moment you were detached ? 

Admiral GRENFELL. Yes. 

Mr. Kitpay. Does the law require that a rated officer command those 
persons who are assigned to flight, Colonel Corbin ? 

Colonel Corsin. Yes, sir. 

Mr. Kixpay. Is that also true as to submarines? 

Admiral GRENFELL. I am not quite sure of your question, Mr. Chair- 
man. 

Mr. Kitpay. My question was that the law requires that a person 
in command of persons engaged in flight shall be a rated officer. 

In other words, you are not sending a man out to take a hazard 
that you are not taking yourself. 

Admiral Grenretu. He has to be qualified in submarine; yes, sir. 

Mr. Gavin. What is the differentiation in this proposed legislation 
for the enlisted man, Mr. Chairman ? 

Mr. Kiipay. Can’t we wait until we get to the tables, please? 

Mr. Gavin. That is perfectly all right. 

Mr. Bares. Mr. Chairman, is there any difference in the reenlist- 
ments in the submarine fleet than there is in the regular Navy? 

Admiral GrenFreLtiL. That has been somewhat, I think you might 
call, geographical, Mr. Bates. The career reenlistment rates in sub- 
marine service in the Pearl Harbor area recently has been pretty good ; 
yes, sir. However not too much different from the overall reenlist- 
ment rates for the rest of the Navy, Mr. Bates. Perhaps a slight bit 
better recently but still much too low to be satisfactory. I did not 
touch on the fact of resignations either. I should have, of officers. 

The resignation rate of officers however in the submarine service 
is the most alarming I have ever seen. I am personally concerned 
about it because of my fondness for submarines and submarine per- 
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sonnel. It is higher than it has ever been. I am not quite certain as 
to why, unless it is a combination of all the factors. 

Mr. Kitpay. Can you give us relative figures? If you don’t have 
them, you can supply them. 

Admiral Grenrext. I have those figures, sir, that I will submit. 
Here they are: 4.7 percent, submarines as of from January 1, 1954, 
to November 1, 1954, the rate was 4.7 percent. 

Mr. Buanprorp. Compared with what was the surface resignation ? 

Admiral Grenre.ti. Large combatants, 1.4 percent; small com- 
batants, 1.8 percent; amphibious, 0.9 percent; auxiliary, 0.4 percent ; 
shore placement, 0.8 percent; aviation, 0.9 percent. 

Mr. Bianprorp. Approximately four times the resignation rate. 

Well, between 4 and 5 times greater among submarine officers, than 
it is among any of the other officers of the fleet. 

Admiral Grenretu. That is right, at present. 

Mr. Kitpay. At what grade are officers assigned to the submarine 
school ? 

Admiral Grenrett. Very few ensigns, because we only have the 
ensign in the 18-month tour as you know, sir. Mostly JG’s, and 
lieutenants senior grade, but mostly junior grade lieutenants. We try 
to get them 1 or 2 years out of the Academy or out of their university. 

Mr. Kinpay. Then would it be correct that this high resignation of 
4.7 percent has greatest impact on younger officers 

Admiral GRENFELL. Yes, sir. 

Mr. Kinpay. The men we were hoping to have for a career we are 
suffering the highest resignation rate. 

Admiral Grenre... That is right, sir. 

Mr. Witson. Mr. Chairman, I would like to ask the Admiral if you 
think the proposed increases in this hazardous-duty pay will make a 
substantial difference in those who are volunteering for the submarine 
school, and if it will reduce the resignation of the officers; do you 
think it will make a substantial difference / 

Admiral Grenret. I certainly think it will make a substantial dif- 
ference in the volunteers. 

I would hope it will also reduce the resignations. 

[ think the combination of the increases in base pays for the lieu- 
tenant junior grade and lieutenant plus incentive increases will do 
both : yes, sir. 

Mr. Bares. Do you have the figures for the enlisted men there, Ad- 
miral, for reenlistment ? 

Admiral Grenreiu. No, sir; I ean supply them. 

Mr. Kirnay. If you will supply them for the record at this point ? 

(The information is as follows :) 


Reenlistment rates, submarine force 
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SUBMARINES, U. 8S. PACIFIC FLEET 


July to December 1953 July to September 1954 
January to March 1954 October to December 1954------- 
April to June 1954 

Mr. Buanprorp. Do you have the resignation rate in 1949, Admiral? 

Admiral Grenreu. I did have it. I can’t find it right now. 

Mr. Buanprorp. 1948 or 1949, both if you have them. 

Admiral Grenrewy. I did have the figures for 1949 and misplaced 
them, sir. 

It was less than 1 percent for 1949. That is resignations for officers; 
yes. I think about 0.9 percent as I recall it. I will furnish those 
figures also. 

(The information is as follows:) 


Resignations of naval officers, April 1948 to February 1949 


Number Number on Percent 
resigned ( resigned 


Submarines 
Small combatants 
Large combatants 
Amphibious 
Auxiliaries 

Shore placement 
Aviation 


Mr. Kinpay. Are there any other questions for the Admiral ¢ 

Mr. Wilson ? 

Mr. Wiurson. Did I understand you to say that at one time hazard- 
ous duty pay was roughly 50 percent of base pay ¢ 

Mr. Kitpay. It was 50 percent. 

Mr. Wiuson. These present scales are still under that figure, even 
the proposed increases are under 50 percent of base pay 4 

Admiral GRENFELL. We will have those in a minute. 

Mr. Kripay. In that connection we want to bear in mind that had 
we not changed from percentage of pay in 1949 to a table in the law, 
that it wouldn’t be necessary to go to the question of an increase, but 
having adopted the schedule of pay in 1949, if we are to maintain a 
differential with incentive, we have to revise the other table. 

Mr. Wirson. I wanted to point out it looks like from looking at 
some fo these comparative figures, even with the increases we are still 
under 50 percent of the base pay. 

Mr. Bianprorp. Under 50 percent of the base pay but under World 
War II there was a gimmick in the law. I never have been able to 
understand whether the Congress did it deliberately or whether it 
was a mistake but the 50 percent of flight pay and submarine pay 
applied to base pay, longevity and overseas pay, foreign duty pay, so 
it was a very substantial amount of money. 

Mr. Wirson. We are still substantially under? 

Mr. Bianprorp. Compared to World War II. Compared to World 
War II pay scales I would say you would be just about even with the 
proposed increased pay scales, that you are just about what 50 per- 
cént of the World War IT rates are, or were except for general officers. 

Mr. Kitpay. Any further questions? 

If not, we will go back to Colonel Corbin. 
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Colonel Corsrx. Mr. Chairman, we now turn to the noncontro- 
versial area of flying pay. 

Experience has shown that the present rates of incentive hazardous 
pay, which have not changed since 1949, are proving inadequate to 
hold the caliber of personnel that we need. 

Now you must remember that in this flying-pay problem, our prob- 
lem is in the officer class essentially. As our present budgeting will 
show you on the costing of this bill, we have about 110,000 officers, 
669 warrant officers and about 42,500 enlisted engaged as crew mem- 
bers in flying. 

Let me point out, too, that, as we become a more jet-propelled Air 
Force, we are reducing the number of enlisted men who will be flying, 
because we are replacing several crew members by one highly qualified 
technically skilled officer. That is true as a matter of fact, in the new 
B47, of which you have read. 

Mr. Bianprorp. How many officers did you say are now qualified 
for flight pay ? , 

Colonel Corsrn. 110,000 approximately in all services. That in- 
cludes among others the observers, and so on. I can break that down 
approximately, without getting into this realm which I always hate 
to run into, the thing that is marked classified, and say that we have 
about 80,000 pilots in that area. 

Mr. Kinpay. Is that classified ? 

Colonel Corsrn. No, sir. 

Mr. Bianprorp. That “about” figure is not classified ? 

Colonel Cornyn. That “about” figure is not classified. 

Mr. Gavin. On that particular point do you think that is good 
judgment, replacing two men for one? 

Suppose for sake of argument they are on a particularly long flight. 
what relief does that officer get? Suppose he gets exhausted, he gets 
tired and there is nobody to replace him. Does that angle ever occur 
to you? 

Colonel Corin. That angle comes in, and has come into the major 
commands, but in the provisions for our new high performance jet 
aircraft, built for combat, at very high speeds, able to go approxi- 
mately around the world, perhaps, on one flight, there is no room for 
replacement. We are not necessarily bound by the 8-hour day. 

The man must have the stamina to withstand that strain. He must 
be trained for it. 

Mr. Gavin. Don’t get too economic-minded that you don’t have 
enough men on these planes. 

Mr. Buanprorp. It is not so much the economics of manpower, is 
is, Colonel, as it is the weight factor in the airplane? 

Colonel Corsrn. Yes, sir. Performance is the important thing in 
any combat plane. 

Mr. Gavin. I hope you will adhere to that thought. 

Colonel Corprn. I come to that later in the discussion, sir. 

Earlier in the hearings in response to a question raised by Mr. Bland- 
ford we pointed out that we are able to fill our quotas-for pilot train- 
ing and the Air Force has already done this, by lowering standards, 
and the Navy is being forced to that position. I think it is generally 
true, and probably we in the Air Force are as guilty as anybody else, 
that we forget that pilots are officers. As officers they are commanders 
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and in filling that dual function, we must insist that our standards 
be kept high, because these former trainees are our commanders today, 
and will be the commanders and representatives of this Nation to- 
morrow. 

You know, flying is no longer the game it was as we remember some 
20 years ago, where a young man could go out and press a go stick 
and take off and land with maybe a watching of 1 or 2 instruments. 

Now, it requires a very, very competent engineer to even know what 
he is driving. It has become a big business. The flying of any of 
these jet aircraft would confuse anybody of normal intelligence, L 
believe. 

There is still glamour in flying. 

Otherwise, we wouldn’t have a flying force today. That does attract 
people, but it has gotten to the point where your pilot must have 
knowledge and working knowledge of many fields of science in order 
to fly one of these mechanical monstrosities that we call our warplanes 
today. 

They go fast, they have to go fast. They are going so fast that they 
are approaching the very limits of human endurance in a great many 
fields. You have heard some of the testing that is being done for this 
flying the other day as Captain Martineau was talking in relation to 
various hazardous fields that are being added or proposed to be added 
to this bill. 

Our problem in this whole field boils down to a quote, and this is 
from an English observer, “The problem here is to induce a man smart 
enough to handle the equipment to be foolish enough to fly it.” 

Let us take a look at the picture that is now presented to the appli- 
cant or the would-be aviator. 

First, the insurance picture, and this always amazes me. The insur- 
ance companies point out that jet flying is the most hazardous of the 
major occupations. I mention this in view of what Captain Martineau 
said in speaking about his helium-oxygen divers the other day, major 
occupations. 

A survey was made of 10 leading insurance companies which reveals 
that for any age, with under 800 flying hours, 4 of those companies 
will give no coverage at all. One will insure up to age 30 for $10,000, 
at an extra yearly premium of $28.15 per thousand, and the others will 
insure at rates varying from an extra $18 to $25 per year per thousand. 

After 800 flying hours, when the man gets experience, the rates gen- 
erally drop to the area of $5.65 to $14.10 per thousand per year. This 
800 hours represents about 3 years of flying. 

A complete tabulation of these figures has already been presented 
to Mr. Blandford. 

Mr. Kizpay. I think we had better include them in the record at 
this point. 

Colonel Cornin. Yes, sir. 

(The information follows :) 
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Over 800 | ee ei 
Company Age Under 800 flying hours su ing | —— 
ours 
Rote Under 25_ Exclude__ Exclude $10, 000 
25 to 29__ ae j Exclude 10, 000 
30 and over Go... 145. 75 10, 000 
B. Under 25. ae.... Exclude (2) 
25 to 29_. do. 11. 30 
30 and over... | ro | 5. 65 
Cc - Under 25 $28.15 14.10 10, 000 
25 to 29 | $28.15 14.10 10, 000 
30 and over_. : $28.15 , 5. 65 15, 600 
40 and over___- $28.15 5. 65 25, 000 
Dd Under 25 $25 17. 00 10, 000 
25 to 29 $17 11.75 10, 000 
30 and over___. None quoted 5. 75 10, OO 
E Under 25. _- Exclude _. Exclude () 
25 to 29 do 11. 50 
30 and over___- do 5.75 
F Un ler 25 | eee 28.15 (3) 
25 to 29 Go:... 14.10 
30 and over 5. 65 
Under 25 Exctade under 300 bours regard- [ 11. 30 10, 000 
G 25 to 29. less of age. 300 to 800 hours, 11. 30 10. 000 
30 and over | $23.60 Ist year, $11.30 subse- | 5 65 10,000 
to am quent years, all ages. ‘ 
Tet Other 
H Under 25 $28.30 $11. 32 10, 000 
25 to 29 $14.15 11. 32 10, 000 
30 and over regardless | $5.65 5. 65 10, 000 
of flying hours. 
Exclude, under 500 hours. 500 
hours or over: 
Riss Under 25 S18 10, GOO 
25 to 29__- $12 10, 000 
30 and over... $6 10, 0OU 
J. Rates range from $7.50 to $23 de- (4) 


pending on type of plane usually 
flown. Not dependent on age or 
flving time. 


1 Captain or above 

2 No information 

8 Below major, $10,000; above major, more unless about to go overseas. 
4 Below major, $10,000; major and above, $15,000. 


Colonel Corsry. Now the accident picture. 

On page 25 of the books, which I believe you have before you, there 
is a er aphic illustration of the accident rates for flying. For a gen- 
eral guide on that chart, each 500 hours represents approxim: tely 2 
years and, the chart is, of course, self-explanatory. 

[ believe this was one of the charts that was introduced by Mr. 
Burgess in his address before this committee. That represents a true 
picture today. . 

Now, the major aircraft accident rates of all the services have gen- 
erally declined in the past few years. Air Force experience would 
indicate that this results from a vigorous flying safety program, and 
this is true of the other services. 

However, in spite of the fact that the number of accidents has de- 
clined, there has been an increased dollar cost per accident because 
we are flying much more expensive equipment today, and there has 
been an increase in the total dollar cost due to this same equipment, 
and the fatality rates have risen. 

Mr. Burgess has pointed out that the fat: ality rates have risen from 
1 fatality in 13 in 1930—that is 13 accidents—to 1 fatality in 5 acci- 
dents in 1954. 

Mr. Brianprorp. For the record, what is considered an accident, 
Colonel ? 
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Colonel Cornin. I would like to ask Colonel Wells to answer that. 

Colonel Weis. Mr. Chairman, an aircraft accident is measured 
in the degree or the amount of work it takes to repair the aircraft. 
It varies from 750 hours work to repair an aircraft on some of the 
larger models down to about 150 on some of the smaller models. 

Many of our so-called aircraft accidents, therefore, are excluded 
from these figures. 

Mr. Buanprorp. In other words, if a plane were to land and we will 
say brush a wing tip, which would maybe take 25 or 30 hours to repair, 
you would not even classify that as an accident in arriving at this 
accident rate ? 

Colonel Wetts. We would possibly classify that as a minor accident 
but it would not be included in this rate. 

Mr. Bianprorp. Could you say as a general rule that it is an acci- 
dent in which there was a likelihood of injury or death as a result 
of it? 

Would that be a reasonable assumption ? 

Colonel Wertxs. That is true, yes. 

Colonel Corsry. The reason for the change in these fat: ality rates 
appear obvious. In Jet aircraft there is much less time to ti ake escape 
action. The altitudes and the conditions that are encountered in jet 
aircraft in their normal missions decrease the survival chances, even 
if they get out, and there is a very short time to live if they eject at 
altitudes above 30,000 feet t, as you heard the Navy doctor explain the 
other day. 

The noncombat fatality rates show that for 5 years, in all the serv- 
ices, over 9 pilots per thousand per year are killed. The fatality rates 
for jet planes are presently 16 per 100,000 flying hours, as compared to 
8 per 100,000 flying hours for propellor- -driven aircraft. 

The safety devices of civilian aircraft must be omitted from mili- 
tary aircraft to insure higher performance, and pilot peacetime fatal- 
ity rate in the military is four times that of civilian pilots of com- 
parable experience. 

The last point for this flying officer who is considering applying 
if he is one of 100 who applies, if he is one of the 85 accepted, if he 
passes his physical. his chances are 17 percent that he will emerge from 
this course for which he applied. In other words, if he succeeds he 
will be 1 of 17 of the original 100 who applied. This is a figure which 
has been true for a great many years. 

Mr. BianpForb. Out of a hundred people who apply for aviation 
training, you expect—that is people who apply—you expect to end up 
with 17 "pilots? 

Colonel Corsin. 17 pilots, that is right. 

Mr. Wirson. At what period / 

Mr. Bianprorp. That 1s any period. 

Colonel Corin. Any period. 

Mr. Buanprorp. In other words, as I understand it, out of a hundred 
men who apply for flight training or in the aviation-cadet program 
to become pilots, out of a hundred people who apply they will accept 
17, so 83 are rejected because of lack of qualifications. 

Mr. Wison. Is that when they complete training or 20 years of 
service ¢ 

Mr. BLanprorp. This is I presume, the very day they start to apply. 

55066—55—No. 6——16 
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Colonel Corsin. From the moment they send in their application 
until they become pilots. That is complete flying training, 17 out of 
100. 

Mr. Buanprorp. That is for the normal primary flight-training 
program. 

In other words, you start them off in conventional aircraft and then 
they go into the modified jet, or the jet trainer, the T-33 ? 

Colonel Corein. As I understand it, Mr. Blandford, in some of the 
training now they go directly into jets. 

Mr. bianprorp. They don’t even go through the conventional air- 
craft program. 

Coionel We tts. We still start them off in conventional aircraft. 
We have reduced some of the flying hours that they get before they 
go into jets. 

Mr. Bianprorp. The point is, the man is not a pilot until he qualifies 
in jets. 

Colonel Wetts. That is true. The figure that the colonel quoted 
you was of every hundred applicants who send in an application, as 
he said, we take 83 of them and through the various testing phases, 
etc., they are eliminated on through the flying training phase until the 
minute we pin his wings on, we have 17 left. 

Mr. Bianprorp. When you pin his wings on he is a jet pilot ? 

Colonel Wetis. Normally. He may be a multi-engine pilot. 

Colonel Corpin. Of course, there is another field in which there 
appears to be a great deal of casualty and that is marriage. Accord- 
ing to our figures, only 26 percent of our pilots reaching captain have 
escaped marriage, and accordingly, all accidents that happen and all 
that are rumored to have happened cause an awful lot of pressure 
on these pilots to get out of flying. This is a very important point. 

It has been pointed out to this committee that some 4,500 pilots will 
separate voluntarily in fiscal year 1956. The investment loss has al- 
ready been brought to the attention of this committee. The area of 
loss in this 4,500 is mainly in the senior first lieutenant, captain, and 
the junior major area, the hard core of our combat strength, the area 
which furnishes the experienced hand for our increasingly complex 
aircraft. 

The survey that has been mentioned before, that was made in the 
Air Force, reveals these figures : 

Of all rated officers who were questioned, who would have remained 
in the service on a career basis, 63 percent indicated that they would 
so remain. If this proposed bill went through, which included the 
flight scales, 69 percent said that they would remain, while to remain 
at least 5 years, increased from 4 percent to 6 percent. 

Now, then, in all rated lieutenants, and this is our most important 
area, 36 percent say under present laws they will remain, 5 percent 
will remain at least 5 years. 

f the proposed bill is passed, 49 percent will remain, and 10 per- 
cent will remain at least 5 years. 

This, of course, is a guess on their future plans. 

The estimated lead time for the first pilot of a C-124, a 4-engine 
ship, is 6 years, and of a B-36—and we are still in the propeller-driven- 
type aircraft—is 10 years. Using those as a rough base and consider- 
ing that the Strategic Air Command considers it is necessary to have 
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time as a pilot of a B-29 before you move to the B-47, you can see what 
the lead time required for a pilot in that type of aircraft is. 

One question that has always been avoided and is always raised 
over here is that in reference to incentive hazard pay for senior officers. 
| would like to bring it up. 

Considering the increasing cost of aircraft 2nd the experience 
needed, it takes us well into the lieutenant colonel grade for individual 
aircraft commanders because of the size, complexity, and cost of the 
aircraft. Also heutenant colonels act as commanders of large units. 

The colonel, in his high responsibility, will command flying units 
and bases, the general will command still larger units and combina- 
tions thereof and employ them tactically and str: itegically. 

As your chairman has pointed out, by law, commanders of flying 
units must be flying officers, and hazards are no respecters of rank. 
We can come up with all kinds of reasons why senior officers should 
fly. Some of them good, some of them doubtful. But I would say 
this: From my observations and from the performance of my duties, 
leadership and morale are the only reasons why our senior officers fly. 

The experience and contacts that I have had with young officers 
shows that they are proud of their commanders who fly. We don’t in- 
tend that our generals shall get in an F-86 and take off after the 
enemy, full haste. No. We ‘intend that they should be able to fly 
any type of aircraft that their juniors will fly, be able to talk the 
same language, and be able to use them in war. 

Now, it has been my experience that when the commander flies the 
same type plane that his youngsters fly, then morale goes up, and 
esprit. de corps is born. They speak the same language. 

For the record, I have an entire list of the percentages qualified in 
jet aircraft. 


Air Force shcaad faansaisee need EOP, by grade (as of inci mber snes) 


‘| ; 

| Jet experience 
| 

| 


Totalon | ‘ ie PA 
flying | 1or more jet hours 20 or more jet hours 
status 


Grade 


Number Percent Number Percent 


General eae eee <<a 305 182 ( 75 
olonel | 2, 523 | , 569 52. 815 
ieutenant cclonel----. : . | 3, 696 | , 824 9. 1,078 

Mt ajor___- ; . | , 556 | , 459 46 2, 921 

Captain - -- eg pane 5, 8: , 558 5, 449 

ist lieutenant -__- ; ; } , 70: }, 937 59. é 5, 889 

2d lieutenant | 5, 848 | 3, 319 | 3, 078 


Total_. sili ‘ f ¥ 58 25, 848 51.2 19, 305 
Let me point out that 59.1 percent of the Air Force generals have 
jet flying time—59.1 percent—and 24.1 percent have over 20 hours 
f jet time, which is the qualifying time. 
Actually, it isn’t a question of whether or not our senior officers want 
to fly. They have got to fly or the Air Force does not want them. 
Mr. Rivers. May [ ask a question, Mr, Chairman. 
Mr. Kitpay. Mr. Rivers. 
Mr. Rivers. Is it required the commanding general of SAC, check- 
out ina B-47? 
Colonel Corsrn. I don’t believe it is required that he does, but he 
has. Asa matter of fact, there is no requirement that any commander 
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fly in any particular type of aircraft, but I think that you will find 
that all of our commanders, our generals, have checked out in all types 
of aircraft pertinent to their units, to the ones which they command. 

For example, I am in Tactical Air Command. I know General Wey- 
land has checked out in jets, I know he has gone through the sonic 
barrier in jets and I know his men are proud of him for hav ing done so. 

Mr. Rivers. You think that is vital to the morale factor ¢ 

Colonel Corsrn. I do, sir. I served under General Patton in World 
War II. It was vital to our morale that he do the foolish things he 
sometimes did, but on the other hand I believe he had a fighting army. 

Mr. Rivers. I kind of halfway agree with you. 

Colonel Corsin. We get down to the colonel’s gr: ude on this and we 
find that 62.2 percent have some jet flying time and 32.3 percent have 
qualified time. 

In captains the figure is 44.9 percent, and 32.4 percent. 

Mr. Buanprorp. Navy captains? 

Colonel Corsry. Iam speaking of Air Force ranks here. 

Mr. Buanprorp. These are Air Force captains. 

Colonel Corsrn. That is right. 

Mr. Bianprorp. Only 45 percent have time in jets ? 

Colonel Corsry. That is right. It so happens there are a great many 
units still in the Air Force that have not received their jet-propelled- 
type aircraft and we do not have the supply to insure everybody of 
flying time. 

We are approaching an almost completely combat type jet-propelled 
Air Force, but it is not here yet, because of the troubles of production, 
etc., with which you are all aware. 

Mr. Buanprorp. To qualify for flight pay, Colonel, am I correct 
that every pilot, notwithstanding whether he is flying a jet or con- 
ventional aircraft, but every pilot, must make a ground-control- 
approach landing ? 

Colonel Weius. He is required to make five each year, sir. 

Mr. Buanprorp. In other words, a four-star general or second lieu- 
tenant who is a rated pilot must make five ground-control-approach 
landings each year ? 

Colonel Wetts. If he wants to qualify, and if he wants to continue 
as an instrument pilot. 

Mr. Buanprorp. Doesn’t he have to have an instrument card to 
qualify for flight pay ? 

Colonel Wetts. We have some exceptions, sir, in the very senior 
grades where these people do not have to qualify for instrument cards. 
That is the only exception that is made in the case of the Air Force. 
They still have to fly their minimum of a hundred hours a year, of 
which half, 50 hours, has to be as first pilot at controls. They must fly 
20 hours of instrument and 15 hours of nighttime each year. 

That is our minimum for all Air Force officers. 

Mr. Kitpay. I would like to say, I hope there are some exceptions. 
That is the way we lost Horace Hickham, if you will remember. 

Mr. Rivers. That doesn’t mean GCA entirely. It could be “ILS,” 
couldn’t it? 

Colonel Wetts. No, sir; we require them to make five GCA practice 
approaches. 

Mr. Wuson. I got a complaint from a constituent last om that 
Vice Adm. Harold Martin, commander of Air Force Pacific, was fly- 
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ing around in jets and they felt with all his training and responsibility 
that it was improper for a man with that ability and that rank to fly 
around in jets. 

He, I believe, was trying to improve the morale of his own men and 
[ assured the constituent that he did not do it as a practice, this was 
just an occasional flight. 

Mr. Kitpay. That should console you, Colonel Corbin, to find the 
other side exists. 

Colonel Cornrn. As a first consideration, before looking at these 
tables which we have on the view-graph and which are the last three 
tables in the books which you have, let me point out that this pay is not 
an element of retired pay, and it is—— 

Mr. Kawpay. I wish you would emphasize that, Colonel. 

Colonel Corstn. This pay is not an element of retired pay. It is 
only paid when basic pay is being paid for the performance of duty. 

Its receipt is rigidly controlled by limiting regulations in each of 
the concerned departments. 

Let's have the first chart, please. 

This is an easy chart. Prior to 1949 you will notice that the flying 
pay was 50 percent of the basic pay. That ranged for a major general 
from $366 a month to $105 a month for a second heutenant, and ac- 
cordingly down the enlisted scale. 

Now, then, using as our firm base the Career Compensation Act, and 
assuming that this sets up a suitable ratio between flying pay and 
basic pay, and as incentive pay for hazardous duty was not raised in 
1952, let us look at the percentages we had under the Career Compen- 
sation Act. 

Remember that for each grade the pay was the same, all major 
generals got $150, all brigadier generals got $150, all colonels got 
sZ10, second heutenants, $100, and so on down the enlisted scale. I 
have not included in this showing the warrant officers, and I will ex- 
plain that later, but remember, in the warrant officers’ category pres- 
ently we have budgeted for only 669, and they are mainly the light- 
plane fliers in the Army. 

Assuming that these are basic—the ratios that were set up by the 
Career Compensation Act, which they are, and in consonance with the 
Hook Commission recommendation, in 1953, the so-called Strauss 
Commission made a comprehensive study of this area and came out 
with a recommendation to the effect that flying and submarine pay 
should bear a direct relationship to basic pay. The premise adopted 
was that each individual would weigh the value of his extra pay 
against the basic pay. 

Thus, a man whose basic pay is $100 would volunteer for flight 
status for $50 a month, while a seasoned aviator making $400 a month 
and knowing the dangers and so on he had to face, would scarcely 
volunteer for the same $50. 

Using this principal and selecting career points, the Career Com- 
pensation .Act rates, which are these, were reduced to ratios of basic 
pay. 

Now, the career points were picked out in this manner: For a major 
general, 26 years; for a brigadier general, 22: for a colonel, 16; lieu- 
tenant colonel, 14; major, 12; and so on down the list and so on down 
through the enlisted grades. 
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Now, this is the Career Compensation Act. Now, will you give us 
the new proposed percentages at the career points / 

You will note in this that the generals’ percentages remain the same, 
that the colonels’ reduced slightly, and we have a more or less descend- 
ing scale from “O-1,” the second lieutenant, through the colonel. 
These are not explainable, that is, the “O-7” and “O-8,” by the same 
curve, because of the matters that were brought out in the Career 
Compensation Act. 

You will note here the same type of descending curve on the new 
proposed percentages that was laid out on the enlisted from E-1 
to E-7. This huge increase down here in part was brought because 
the crew member, E-1, received $37.50 under the Career Compensation 
Act, whereas the noncrew member flying pay was $50 for the same 
grade. This discrepancy has been corrected and they raised it basically 
to the $50 of the E-1. That is considered to have been a fallacy in the 
original recommendations. 

Mr. Bares. Do you have those ratings in planes, E—1’s / 

Colonel Corsin. Not very often. There are some. There is an in- 
creasing amount because of certain highly technical skills that we can 
vet in basic recruits, particularly in the Air Force. 

Mr. Bates. That would be rare, wouldn’t it ? 

Colonel Corpin. Very rare. 

Mr. Rivers. “O-4” is what ? 

Colonel Corsi. “O-2” is first heutenant, “O-1” is second heuten- 
ant, “O-3” is captain, “O-4” is major, “O-5” is lieutenant colonel, 
“O-6” is colonel. 

Mr. Rivers. Your line goes down from 5 to 6? 

Colonel Corstn. Yes, sir. 

Mr. Rivers. That is at the top of the curve / 

Colonel Corpin. Yes. 

Mr. Rivers. What is the percentage right there between those two 
ranks ? 

Colonel Corntn. For the lieutenant colonel under this proposal it 
is 40 percent, and for the colonel, it is 34 percent. 

Mr. Rivers. That is the first time it has taken a dip. In the other 

was raised. 

Mr. Bares. Those are percents. 

Mr. Rivers. I am talking about your green line, your blue line, your 
“Q-5.” There was a difference in the green line in the “O-6” origi- 
nally. 

Colonel Corsrn. Originally for the lieutenant colonel under the 
“CCA” was 37 percent, raised to 40 percent. 

Mr. Bianprorp. That was because that was a flat amount for each 
grade. You are taking a typical year’s service into account in your 
red line. Isn’t that correct ? 

Colonel Corsrn. That is right. I am going to show how that evolved 
to these tables. 

Mr. BLianp¥Forp. Would you just give for the record a couple of ex- 
amples of duty involving frequent and regular participation in aerial 
flights not as a crew member? Just who are those people / 

Colonel Corsrn. Will you spell those out, Colonel Wells? 

Colonel Wetis. A mechanic for example, who would go along to 
check a piece of equipment in the air, but who didn’t do it on a career 
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basis, would be a noncrew member. There are several other categories, 
radar mechanic, for example. 

Mr. Bianprorp. How about the steward ? 

Colonel Weuts. The flight traffic specialist, I believe you referred to. 

Mr. Bianprorp. You have stewards in “MATS.” Are they draw- 
ing crew member's pay ? 

Colonel Writs. Yes. Their duty requires that they participate in 
aerial flight on a more or less regular basis. If they are on this duty 
for a short period of time they would be classified as noncrew members 
and when ordered to other duty they cease to receive pay. 

Mr. Bianprorp. You have a small number of people who are draw- 
ing noncrew member flight pay / 

Colonel Writs. That is true. 

Mr. Wixson. I want to get straight on these relationships, Mr. 
Chairman. On these new figures, you are relating the proposed in- 
centive pay to the proposed base pay, or to the old base pay ¢ 

Colonel Corsix. No. This change in percentages, sir, or rates or 
ratios, this is the rate under which the new flying pay, for example, 
will be computed in relation to the basic pay. 

Mr. Wixson. To the new basic pay we are talking about ? 

Colonel Corsrx. Yes. These red lines show the recommended ratios. 
I might explain a little further why they evolved this way. 

Following the Strauss Commission recommendation and in the orig- 
inal submission of this bill to the Bureau of the Budget, percentages 
were sent over. It came back with instructions to multiply them out 
and present the amounts and we arrived at the tables that you will see. 

Remembering these career points, and the percentages—let’s have 
the chart—here it is on the overall chart. 

(There is inserted a composite of the chart :) 
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Colonel Corstn. These are the career points, with the percentages 
in, and down here, you will note this is second lieutenant with 3 years 
service, which is the last point. I have blocked this all out to explain 
this area 

Of course, these two up here have what amounts to a $10 raise. 
That is just the percentage multiplied back 

Mr. Kitpay. When you say up here, you mean what ? 

Colonel Corrin. Major general and brigadier general. The colonel, 
at “over 16,” at this point selected, will get what amounts to a $10 
raise. You will note for the colonel, multiplying the same percent- 
ages, he would get down here in the “Under 2” column and the “Over 
2 alossof $10. We have very few colonels in that area 

Mr. Bianprorp. Colonel, would you explain why you departed from 
you obligated period of service theory in the basic pay increases when 
you got into incentive pay ¢ 

As I see that, you are proposing an increase for an officer with under 
3 years of service in flight pay ; isthat right ? 

Colonel Corntn. No. There is an increase in here but this is the 
result of multiplying by the new percentages. 

Mr. Bianprorp. I know. 

Colonel Corrtixn. When we get into full tables I will show you that. 

Mr. Brianprorp. What has happened is that for the first time now, 
in the pay scale, we have given an increase to somebody who is serving 
in an obligated period of service. 

Colonel Corrin. That is right. 

Mr. Bianprorp. We did not do that in the basic pay increase. 

Colonel Corsrn. That is right. 

Mr. Bianprorp. There must be some justification. 

Mr. Kirpay. Is he obligated to do flying duty ? 

Colonel Corsrn. No, sir. 

Mr. Kinpay. It is a period of obligated miltary service but is it a 
period of obligated air service / 

Colonel Corptn. At no point is he obligated to perform this so- 
‘alled hazardous duty. 

Mr. Bianprorp. That gets into a questionable point Mr. Chair- 
man. I think we ran into that some time ago when we had some 
officers who refused to fly, and disastrous things happened to them. 

When an officer goes through aviation cadet training, or a young 
man goes through aviation cadet training and agrees to serve on active 
duty for 3 years as a pilot, he would find it rather difficult to resign 
to start with, and wouldn’t he find it a little difficult to get out of 
flying entirely ? 

Colonel Corein. Speaking as a judge advocate, Mr. Blandford, he 
wouldn't find it a bit difficult to get out of flying. 

Mr. Bianprorp. Speaking as a judge advocate he wouldn’t because 
you would say he has the right to fly or not as he sees fit. But, Colonel 
Wells, speaking asa pilot, w vhat would hi ippen to that man ? 

Colonel Weis. Well, sir, we try to persuade them to fly. 

Mr. Brianprorp. You sure do. And if he doesn’t fly he is liable 
to find himself up before a board. 

Colonel Weis. That is true. 

Mr. Brianprorp. And has, I might add. 

Mr. Rivers. In many instances he has. 

Colonel Wetts. Yes. 
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Mr. Buanprorp. I merely raise the point because this is a deviation 
from the theory here of not paying people who are in an obligated 
period of service. 

Mr. Kinpay. I think it should be developed for the record, and I 
doubt very much if we want to force the man to fly who doesn’t want 
to fly. 

You persuade him, and what not. 

Colonel Corsrn. I might add, sir, that in going through this scale, 
having developed these ratios, the rest of the whole table is derived 
by direct multiplication with the basic pays, and as it comes out, so it 
will show, and there will be increases in the area in which Mr. Bland- 
ford mentioned. 

Let’s take down here our new second lieutenant. There is no in- 
crease there, as you will note, coming in at $100, the new and the 
present. 

Mr. Bianprorp. Eighteen months later he is a first lieutenant. 

Colonel Corsin. That is right. 

Mr. Bianprorp. So he is still under 2 years. 

Colonel Corsin. He will get an incentive raise. At that point he 
is also a pilot, but when he came in, this was an incentive to go into 
pilot training but he was returning no useful value to theAir Force at 
that point. We want him to get into this area of big dollar raises. 

Mr. Rivers. Could I inquire there—take a captain. 

Under this “Over 10 years,” under this bill, he gets a base of how 
much ¢ 

Colonel Corsry. His basic pay for 10 vears for a captain is—— 

Colonel STEPHENS. $436.80. 

Mr. Rivers. How do you arrive at that? Add up all those figures 
there? 

Colonel Corstn. No, sir. This is only the incentive pay for the 
performance of hazardous duty here. 

Mr. Rivers. Did you say $436 what? 

Colonel Corsrn. Point 80. 

Mr. Rivers. How did that apply to the old scales? 

Colonel We tts. $335, sir. 

Mr. Rivers. It goes from $338 to $385 to $436. What do you add 
to that ? 

Colonel Corsrn. $190. 

Mr. Rivers. What does that represent ? 

Colonel Corsin. That is the new hazard pay. 

Mr. Rivers. As against what ? 

Colonel Corsty. $120 which is the present, a $70 raise, which 
amounts to 48.33 percent increase. 

Mr. Rivers. I wanted to take one case for the record. 

Mr. Harpy. What does that make his total pay then ? 

Mr. Rivers. That makes a total pay of what ? 

Admiral GrenFeELL. $620.60 

Mr. Rivers. That is roughly $7,500 a year. 

Mr. Bares. Plus subsistence and plus rental allowance. 

Mr. Rivers. That is for a captain with over 10 years service. 

Colonel Corsrn. Yes. 

Mr. Rivers. Roughly $7,500 a year plus subsistence and quarters. 
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Mr. Bianprorp. As a matter of fact, now you are in the realm, of 
course, of the greatest increases provided in this bill. These are sub- 
stantial increases, as you can see. 

Mr. Rivers. That is really the productive end of his career. 

Mr. Buanprorp. That is the whole theory. The first and second 
lieutenants and captains are the ones that really get the tremendous 
increases here and then the majors also to some extent, because they 
are the ones that are doing most of the flying, and that is the reason 
these people are not staying in the service; “it is a very substantial 
increase. 

People are going to do exactly what you did, and start figuring 
quarters allowance, subsistence allowance, basic pay, and flight pay, 


and it all comes up for a captain with 10 years of service to well over Profi 
$800 a month. Basie 
On the other hand, he is flying a $1,200,000 airplane. ADC 


Mr. Rivers. Those categories you ‘mentioned are critical categories / 
Colonel Corsin. Particularly in these grades from first lieutenant 
through lieutenant colonel; yes. 
Mr. Wixtson. This is the point where your b-47 pilot comes into his 
most important area. He has had 10 or 12 years of lead time bringing 
him up to this point, and right when he is trained is when you need 
to retain him. 
Colonel Corsry. We have to keep him. There is no question. 
Mr. Rivers. At that point how much investment have you got when 
he gets to be a major and lieutenant colonel and getting into the 47 
and 52? 
Colonel Corsrn. I have no figures on that. It is enormous I know. 
Colonel Wetus. Mr. Chairman, I would like to say that these cost 
figures are very controversial, as you know. But we have run some 
exercises and we have estimated that there is probably about $600,000 
invested in that man in training and prerequisite experience, assuming 
that all of this prerequisite experience is required and assuming this 
is not productive of other things. 
Mr. Kinpay. Of course, you couldn’t come to a cost accounting 
figure on it. 
Colonel Wetts. No, sir. 
Mr. Kiipay. There is one distinction between training a man to 
fly and training him as an artillery man. He can be trained on the 
artillery piece that he would use in combat. He can’t be trained in 
flying on the combat plane that he would use. He starts in a trainer 
that is for no other purpose. 
Colonel Wetts. Yes. 
Mr. Kinpay. I will grant you, that doesn’t hold true all the way 
through after he gets into SAC perhaps. There is a tremendous 
amount of equipment there that is designed, built and usable for 
training only. 
Colonel Wetts. That is true. We have figured that this figure 
represents the total investment that the Air Force has in the man. 
In other words, how much money we have spent on him up ‘o that 
point. Some of that he has returned to us in productive flying. 
Mr. Rivers. By the time he gets out of the T-83 it is about 2 
months, isn’t it ? 
Colonel Wetts. Into what type aircraft? 
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Mr. Rivers. Whatever you have got, F-86 and goes up to the 47 
or 52. 


Colonel Corsrn. I have some figures on the different types of air- 
craft training costs: 


I, Estimated costs of training fully qualified combat pilots 
F-86D PILOT 


| 
Air Total Esti- | 
Combat Depot | pe OF costs | mated | 
onan com- | mainte- replace- attrib- | prereq- Time 
mand mand | nance ment utable | uisite | required 
costs costs costs costs to flying | 
training! costs 


Air 
training 
Course name 


| 
| 
| 
| 
j 
| 
} 


| $1, 820 : $1, 820). __- 90 days 
) SS... $2, 2: $3, 35 17, 800 168 days. 
fh 5S ee -----| 14,960 5, 0: 5,170} 25, 180 150 davs 
Advanced ee rer as 5 12, ; 53, 040 90 davs 
4 DC combat crew training : | _| $10,790) 10, 86 ’ 35, 750 46 hours. 
IR ooecx cee wcdeond ee ee 55, 5¢ 30, 3: 36, 940 


33, 590 


reflight.___- ‘ Samia 2 . inl : ‘ 

Primary came | 12,23 : .--| $2,230) $3,350 168 days. 
Bam ee -,-)asic ~~ -----) 44690 . 5,050) 5,170) 25, 150 days. 
Advanced pinay ‘ 22. 930) - - }, 270) 16, 050 90 days 

4 DC eombat crew training te ccceafunsccusst See 6 6ST 3 40 hours. 


90 days. 


nt a oe 8 | 51,930} 17,690} 16,260] 36, 460 


B-57 PILOT 

Preflight. ___- Si , cok ae $1, 820} ____. Spel Soba nd ehb SES $ 90 days. 
Primary - ogee ? ; -— 12, 220 4 $2, 230) $3, 350 y4 168 days 
Basic M/E__.._-- wal hd idttasa) Be eebesk. } 5, 430 5, 490 150 days 
Advance D a 30, 000) _ - | , 310} 27, 920) 135 days. 
TAC combat crew training-. $21, 6 2,350) 52,680! 86, |} 65 hours. 


Total Rae 59, 450, 21,680) 32,320) 89, 440 


B-47 PILOT 


Preflight p2 ‘ ) See. 2 4 $1, 820 | 90 days. 

Primary _ - ade dasha een 2,230) $3, 350 , 800). 168 days. 
Basic M/E : _-| 15,410 6,430; 5,490 27,330 150 days. 
B-29 crew school __-_-- rae 14, 150 , 13, 280, 11,560) 38,990 135 days. 
1 OB school. we 13, 860 - 8, 220 6, 510 , 590 112 days. 
B-47 crew school- | 12,110 10, 560 25, 630 , 300 70 days. 

SAC B-47 crew school___-. , nner! $44, 260, 19,710) 47,850 , 820 140 hours. 
B-29 prerequisite flying _ __- $343,600 216 years. 


Total , 69,570, 44,260; 60,430) 100,390) 274,650 343, 600 
) PILOT 


reflight - $1, 820 90 days 
Primary __._- ey $84 P $2,230! $3, 350 7, 800 168 days. 
Basic M/E 5 6,430; 5,490) 27,330 150 days 
B-29 crew school » if 13, 280; 11,560 38,990 135 days 
~AC B-36 crew school___. $22, 000 6,800, 31,600 400 80 hours. 
20 prerequisite flying. - $807,100) 5 years. 


Total. _. : | 43,600} 22,000) 28,740) 52,000 340| 807, 100 
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II. Estimated costs of selected flying training categorics 
STUDENT PILOT (THROUGH ADVANCED F86D) 















































1 eaneee 
| Air training | Depot main- | Air combat re- ‘Total costs at- Time re- 
Course name command | tenance placement | tributable to seed 
costs | costs cos's | training q 
eae : ‘ J J) eae Se eee $1,820 | 90 days. 
ee a . 12, 220 $2, 230 $3, 350 17, 800 | 168 days. 
| ae 14, 960 5, 050 | 5, 170 25, 180 | 150 days. 
Sa sivas 26, 530 12, 190 14, 320 53,040 | 90 days. 
Oy ae m0 | 19, 470 | od 97, 840 
STUDENT PILOT (THROU GH BASIC S/E) 
Preiigh..........-..: inbieaien .| NS OES hol $1, 820 | 90 days. 
SG ge NP 12, 220 | $2, 230 | $3, 350 17, 800 | 168 days. 
SR aT PE are, 14, 960 5, 050 | 5, 170 25, 190 | 150 days. 
- ES cpduiebasbecaan 29, 000 7, 280 | 8, 520 44, 800 
AIRCRAFT OBSERVER RADAR OPERATOR 
eS nee el eee = Sees ' $1, 820 | 90 days. 
Primary observer- esieknacts 7, 460 $2, 030 $2, 310 | 11, 800 | 210 days. 
Basic observer EL ET ES 3, 800 | 2, 330 4, 030 | 10, 160 | 98 days. 
Advanced flying “a ae | ef eee ans Siniinta } 14, 150 | 135 days. 
Eee oe | 27, 230 4, 360 | 6, 340 37, 930 | 











For example F-86 we run it down to about $134,000. The F-94 
which we used as our base figure was $122,000, B-57, $202,000, B47, 
$274,000, and 

Mr. Rivers. B—52 is conjunctive ¢ 

Colonel Corsin. We don’t have that, sir. 

Mr. Rivers. The B-57 is that Camberra plane which you got from 
Martin, isn’t it, the night fighter ? 

Colonel Corsrn. Those are training costs and don’t indicate the 
other costs. 

Mr. Kitpay. Go ahead with your statement, Colonel. 

Colonel Corprn. Here essentially we have the career pattern im- 
posed on this chart, except these are the points at which it was con- 
sidered that there would be no more incentive needed in the particular 
grades and accordingly all these are the same in this yellow area out 
here. 

The rest of the chart was developed in the same way. As you can 
see, it shows quite large dollar increases as the man becomes more pro- 
ficient in his grade, and considering the type aircraft he would fly 
and the fact that we cannot blow hot and cold in this jet business. 
They have to keep in training all the time. They can’t lay off for 
a couple of years and come back to it and start where they left off, 
and accordingly, these figures at all grades show this ratio increase 
und you will notice that they grow quite large as they get out toward 
the normal career of a man in any grade. 

Mr. Kitpay. Of course, they have to increase in dollar amount to 
maintain a percentage reference to base pay. 

Colonel Corpin. That is right, sir. 

The next chart, which is the whole chart which you have before you, 
which has been developed in the same way, by using these rates. 
Now, let’s turn to the warrant officers. 

(There is inserted a composite of the chart :) 
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Colonel Corsix. These were developed in exactly the same way and 
I have superimposed on this chart what amounts to the career pat- 
tern as provided by the warrant officer act. 
Mr. Rivers. Everything is in this book, isn’t it / 
Colonel Corpin. Yes, sir. All the charts are. 
They are not broken down in this way, sir. You will notice that 
instead of a flat $100 as it was for all warrant officers under the Career 
Compensation Act, it runs $110, $120, to $130 here, $125 to $130 and 
this is the years’ spreads that are called for in the warrant officers’ act, 
up to $155 at over 30 years’ service. 
Mr. Buanprorp. If we take the “Over 10” as the beginning point, 
and propose 125, and then you go to the “W-2,” there is a $5 increase / 
Colonel Corprn. The discrepancy that you pointed out in the basic 
pay is of course not reflected here, because we used the basic pay tables 
as introduced in the bill. 
Mr. Buanprorp. Would you say if the basic pay tables are changed 
for warrant officers in that respect it would have to be changed there / 
Colonel Corsry. It would automatically change these, yes, sir. 
The third one, Mr. Chairman, that we have—this just shows the 
whole chart, this is blocked out because there are considered not to be 
many in this area and of which we spoke of in presenting the warrant 
officer pay. 
(There is inserted a composite of the chart :) 
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Colonel Corstn. The third is the enlisted chart, and we have merely 
blocked this area out to show there is no increase over 14 years’ service 
in these grades, and so on down the line, and it shows how they have 
increased. This is the one area that we pointed out before, where 
there is a huge increase to bridge this man up to his noncrew member 
flight pay standard of $50, derived in exactly the same way, and the 
increases are indicated, as are the percentages all along the line. 

Mr. Huppieston. What is the reason for stopping the constant dol- 
lar amount for the master sergeant over 16, whereas, on his basic pay 
scale, he continues to receive increases, which diminish in proportion- 
ate amount? 

Mr. Corsrn. This is considered, sir, to be optimum point of flying 
at this point. 

Mr. Kixpay. Is there anything more on this pay schedule? 

Mr. Bianprorp. Just the same point again here, that we have the 
man under 2 years. Of course, that under 2 years theory for enlisted 
personnel is a little bit fallacious with regard to the Air Force, and 
the Navy and the Marine Corps because people can’t come in those 
services for less than 3 years, and so the reasoning on your obligated 
service for enlisted personnel is really appliable only to the Army. 

I want to point that out, because we don’t provide an increase here 
for any enlisted man in basic pay with less than 2 years’ service, and 
yet, every man who enters into the Air Force, Navy or Marine Corps, 
is entering for a minimum period of 3 years. 

It is a voluntary enlistment, and that is what makes the distinction 
between that and the obligated period of service of 2 years as a draftee. 

Mr. Harpy. You are assuming there will never come a time when 
this action is in effect that they will have to draft Air Force or Navy ?/ 

Mr. Buanprorp. They did draft some in the Marine Corps durin 
the Korean war, but the Navy and Air Force have held their breath 
and have not yet had to use inductees and I would imagine they would 
much prefer not to if they could possibly avoid it. 

Mr. Harpy. I hope it stays like that. I wonder if we ought not to 
consider the scale. 

Mr. Buanprorp. The scale would be applicable if you drafted people 
into the Air Force. 

Then the theory would be the same all the way down the line that 
there would be no increase for enlisted personnel in the basic pay in- 
crease, for anybody with less than 2 years of service, but here, again, 
we are increasing men for practical purposes right off the bat in flight 
pay. Now, I think Colonel Corbin’s explanation is a very sound one, 
that the man today who is a rated crew member, is drawing less money 
than, for example, the paratrooper or people who were drawing the 
other forms of incentive pay which are based on a straight $50 a month 
amount. 

This puts it up to where they would then be. 

Mr. Rivers. Let me inquire, Mr. Chairman, which is the most valu- 
able sergeant you have got up there? 

The master sergeant carrying him out to the end gets up to 40 per- 
cent, the technical sergeant gets up to 48.15, the staff sergeant gets up 
to 58.33, and the sergeant gets up to 52.31. 

How can you explain those? 
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Colonel Corsin. Sir, in the staff and technical sergeant field, I think 
you will find those are the two who do the most flying. Would you 
bear that out, Colonel Wells? 

Colonel Wetts. I would say that is right, sir, and in addition, I 
think you could say that there is a point at which a man becomes 
career minded in the flying business. I mean, a point at which he 
continues to fly, without an increase in his pay. 

Colonel Corsrx. The Career Compensation Act set up for everybody 
an 8-year period at which they were supposed to become career minded. 

Mr. Gavin. There must be incentive from the renumeration he re- 
ceived. I just wondered why the differential that they didn’t become 

career minded in the Army as well as they do in the Air Force. There 
must be something very attractive about the Air Force that doesn’t 
seem to appeal to the career man in the Army. It must be an attrac- 
tive service, I would say. 

Colonel Corstn. You must understand, sir, there is still a lot of 
glamor in the Air Force. 

Mr. Gavin. Lam glad to hear the colonel admit that. 

Mr. Bianprorp. There is also a lot of flight pay in the Air Force. 

Mr. Rivers. They would rather fly than walk. That is basic. 

Mr. Kitpay. Go ahead, Colonel. 

Colonel Corsrn. I have nothing more, sir. 

Mr. Kinpay. Are there any questions of the colonel ? 

Mr. Witson. Colonel Corbin, you said something in your testimony 
earlier about civilian peacetime safety devices which have been elimi- 
nated from the aircraft. 

What did you have in mind there ? 

Colonel Corsin. I think you will find a great many of the safety 
devices that are included in passenger-carrying-type aircraft are 
omitted from our combat-type aircraft. Colonel Wells is much better 
fitted to answer that than I am. 

Colonel Wetts. I think an example would be, Mr. Wilson, the case 
of radio equipment for one thing. In a larger civilian-type aircraft, 
you have several different types of radio sets. You may have as many 
as 4 or 5, whereas, in some of our jet aircraft we only have room for 
one, and that is one example. I could probably give the others. 

Mr. Wirson. In other words, it is quite obvious that military flying 
is considerably more dangerous than civilian flying. 

Have you any comparison of the pay scales ‘offered pilots in civilian 
airlines with pay scales of the military / 

Colonel Wetts. Yes, sir, I do. 

I just happen to have a very detailed comparison. 

Mr. Kripay. Do you happen to have those with you, Colonel ? 

Colonel Wetts. Yes, sir. 

Mr. Kitpay. I think we had better get them. 

Mr. Witson. I think it is important. 

Mr. Kiipay. You had better put them in right here. 

(The information requested is as follows :) 
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altel salaries of sentiate, 80 hours Lascu half day, one- ay wenn 1954 


Equipment 


Range, Ist year 


Range, 3d year 


Range, 





Low | 


High 





DC-6A (1) 
DC-4B_. 
DC--7_... 
OV-340___- 
L-049___- 
L-749 
Viscount (1) 


Beech Bonanza (1) _- 


L-649A (1)___- 
M-404 

L-1049 
L-1049C (1)__- 
C-46_. 
_ ‘kheed 


jase pay (ist year) 


Hourly pay ! 
Mileage pay 2 
Gross weight p: ry! 


$337. 50 
350. 00 
350. 00 
350. 00 
375. 00 | 


350. 00 
375. 00 
350. 00 
375. 00 
375. 00 | 
| 








"375.00 | 
350. 00 | 


$402. 
418. 
400. 
400. 
400. 
400. 
400. 
400. 
400. 
400. 
400. 
375. 


50 
02 
00 
00 
00 
00 
00 
00 
00 
00 
00 
00 


350.00 |__- 


400. 
400. 
400. 


375.00 |.... 


‘Lodestar 


350. 00 


First pilots domestic (one-half 


ist year, monthly pay 
Sth year, monthly pay 


400. 


400. 00 | 


00 
00 | 


| 





Low 


$461. 
518. 


563 


558. 

682. 

~ 632. 5¢ 

763. 7: 
561. 

695. 32 
690. 
“464. 


622. 6 


High 


47 
02 


| $599. 3: 
560. 

95 672. 27 
90 662. 67 
72 730. 

754. 88 
756. 6 
812.2 
674. 27 
712.8 
717. 








5th year | 





DC+4 


{205 miles per hour, 73,000 casei 





$183 
405 


184. 


87 


860. 
977. 


High | 


Low | 


$633. 5 00 
02 
20 | 
36 | 
80 


$565. 

568. 

689. 

736. 

802. 80 | 

9:90 | 
.38 

730 62 | 

14 | 

29. 80 


} 


| 


819.10 


day, one-half night) 


Range, 8th year 


High 


$712. § 





Hours 


33 
00 
50 
60 | 


$183. 33 
138. 75 
199.8 | 
94. { 


$183 
472. 
215. 
102. % 


33 
5O | 
25 | 
20 | 
“916. 86 | 97 3. 28 | 
1, 033. 53 1, 089.95 | 


43 
10 


flown 





“| 

| 
33 $183. 33 
25 510. 00 
63 246. 00 
50 | 116.80 


$183 
506. 
230. 
109. 
1, 086. 13 | 
1, 202. 80 | 


1, 029. 71 
1, 146. 38 


ary 
1: 


CONVAIR 


225 miles per hour, 41,000 pounds] 


| 
$183.33 | 
428.10 
202. 50 
49. 20 





Base pay (lst year 

Hourly pay ‘ 

Mileage pay -- e 

Gross weight pay. --.---.--- > 


$183. 33 | 
535. 13 
253. 13 
61. 50 


$183. 33 
453. 78 | 
219. 38 | 

53. 30 | 


$183. 3% 
499. 4! 
236. 2: 

57. 


$183. 33 
570. 80 
270. 00 

65. 60 


$183. 33 
606. 48 
286. 88 

69. 70 
976. 


1, 146. 39 
1, 033. 


1, 263. 06 


43 | 
10 | 


863. 
979. 


lst year, monthly pay__- 
8th year, monthly pay 


13 
val 


~ 919. 79 | 
1, 036. 46 | 


‘1, 039. B 


1, 033. 09 | 
| 1’ 206. 40 


1, 149. 76 
| 





DC-6 


[260 miles per hour, 93,000 pounds] 





$183. 33 
471. 25 

234. 00 253. 00 

111. 60 120. 90 | 
aati . a iil 
1, 0-8. ¢ 98 1,04. 03 | } 
1, 145. 65 } 1,2: 0.10 
. = 


Base pay (Ist year) 
Hourly pay 4 
Mileage pay -. 
Gross weight pay- 


$183 
435. 00 


33 $183. 33 
£07. FO 
273. 00 
130. 20 


$183. 00 
580. 00 
312. 00 
148. 80 


$183. 33 
616. 25 
331. 50 

158. 10 


$183, 33 | 
543. 75 
292. 50 
139. 50 
1,159 08 | 1,274.13 


lst year, monthly pay -- 
1, 275.75 | 1, 310. 80 


e 289. 18 
Sth year, monthly pay 


1, 405. 85 


9°3 9 
1,0.0. | 





1 Hourly pay paid at the rate of $5.40 per hour day, $3.10 per hour night ($6.75 compensation). 
2 Mileage pay ; aid at the rate of 146 cents per mile 

3 Gross weight pav paid at the rate ‘of 2 cents per 1 0 0 pounds per hour. 

4 Hourly pay $5.80 per hour day, $8.70 per hour night ($7.25 compensation). 
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Typical salaries of first pilots, 80 hours (one-half day, one-half night), 1954 





Range, Ist year Range, 3d year Range, 5th year Range, 8th year 
Equipment 





Low High Low High Low | High 





, 075.00 | 


| 

$924. 075. 00 
042. 50 

| 


1, 030. , 102. 50 
, O78. , 226. ! 
, 155. , 206 
, 305. | 1,360 
} 1,401. : 


913. 7% 962. 50 | 
961. 7: 
1, 038. 9% 


947.07 | 1,002. 50 
110.13 | 995.07 | 1, 143. 46 
089.73 | 1,072.26 | 1, 123. 06 
244.13 | j , 277. 46 
284. 53 | , 317. 86 
293. 3% , 256.47 | 1,326. 66 
424. 1: , 391. 6 , 457. 46 
160. . 065. § , 210. 00 
216. 9% , 239. 50. 27 
749 226. 53 , 229.20 | 1, 259. 87 
Viscount 290. | .---| 1,330.00 
Beech Bonanza____- 789. 80 | 829. 00 
L-H49A ss RE aed | 240. 5: ine , 273. 87 
M-404........... 1, 038.00 | 1, 082. 1: , 078. 00 | 5. 47 | 


980. 40 | 
, 028. 40 
, 100. 80 
, 251. 60 | 


176. 80 
156. 40 
310. 80 
__* | Sree 
360.00 | 1,339. |} 1,410. 


1 

1 

1 

289. 80 l 
490.80 | 1, 491 , 540 

1 

1 

l 


, 431. 60 | 
, 105. 20 
, 279. 60 
, 269. 20 


245. 00 , 162 | , 245 
283. 60 , 339. 6 
297. 2 357. 2 
370. eee eS 
869 3 " 929 
307. 2 : : , 357. ! 
148. § , 178.00 | 1,198.5 
, 372. , 374.00 | 1,422 


394. , 454. 


FO" SEAT PG 


$805.20 | $990.00 | $841.15 |$1, 040 | $874. 48 | 
| 


ret bt feet eed fet fet fet et et 
eet ee et eet et ed tt et et 


Ts 


AS” ee 1, 234.00 | 1,305.33 | 1,274.00 | 1,338. 67 
L-1049C.___- a , 314. 00 | _..| 1,354.00 
C-46 ; : 940.00 | 1,002. 00 | 3 2.00 | 082 , 041. 13 , 142 

Lockheed Lodestar_.|.......---| 868.00 ...| 908.00 | - | 948. x , 008. 00 
B-377 ...-| 1,305. 60 | 1,321. 53 5 354. ag | 1,388.20 | 1, 438. 20 , 445. 60 


-_ 


be et et et et 


Mr. Rivers. I think that is a good thing for your cause. 

Mr. Witson. I want to say the colonel did not ask me to ask this 
question. 

Mr. Bares. You have the charts ready ? 

Mr. Kixpay. If you are cross-examining you should never ask a 
question unless you know the answer. 

Colonel Corsrn. Mr. Wilson, do you want any portion of that read ? 

Mr. Wixtson. Whatever would be suitable. I think it is an impor- 
tant subject, and an important comparison. 

Mr. Rivers. Just give us one case. 

Mr. Kizpay. Just give us a typical instance, and then put the bal- 
ance of it in the record. 

I assume you will pick out the one that is least favorable to you. 

Mr. Gavin. Don’t compare it with the enlisted man. Get it up to 
the colonel. 

Colonel Corsi. This is typical salaries of co-pilots on an 80-hour- 
a-month basis. The range runs from $375 to $400 in the first year. 

In the third year, $763 to $812; in the fifth years, $826 to $883, and 
in the 8th year, $909 to $946. Thisis the co-pilot only. 

This is not the first pilot. 

Mr. Harpy. How many years of training ought to precede his orig- 
inal qualifications ? 

Colonel Corsrn. That is usually the Air Force training, sir. 

Mr. Harpy. I understand that. I would assume they would pay 
him something for his Air Force training. 

Colonel Corprn. That would be included in his base. 

Mr. Buanprorp. What are the chief pilot rates? 

Colonel Corsrn. For a DC, the first year, the monthly pay— 

Mr. Gavin. What rank is he? 

Colonel Corsin. This is a first pilot of domestic aircraft, and a 
DC, which flies as you know at about 200 miles an hour, his base pay 
the first year is $183.33, his hourly pay amounts to $573, his mileage 
pay is $261, and his gross pay is $124, which gives him his first year 
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monthly pay of $1,142.56, and in his eighth year, it jumps up to 
$1,259 approximately. 

Mr. Buanprorp. I might add, Mr. Chairman, that the president of 
the Airline Pilots Association is going to be one of the witnesses here 
next week. 

Mr. Rivers. Mr. Behncke? 

Colonel Wetts. Mr. Sayen. 

Mr. Kitpay. What else do we have on this? 

Mr. Buanprorp. We have section 204(c) which is a continuation 
of incentive pay. 

Mr. Kiurpay. I believe this is a good breaking point. We anticipate 
a quorum call very promptly after 12 o’clock. We will adjourn now 
until Monday. We will meet Monday, Tuesday, Wednesday, and 
Thursday at 10 o’clock. 

(Whereupon, at 11:40 a. m., the subcommittee adjourned, to recon- 
vene on Monday, February 28, 1955.) 


CAREER INCENTIVE ACT OF 1955 


MONDAY, FEBRUARY 28, 1955 


Howser or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 2, 
Washington, D.C. 

The subcommittee met at 10 a. m., the Honorable Paul J. Kilday, 
chairman of the subcommittee, presiding. 

Mr. Kitpay. The committee will be in order. 

We will continue this morning with the hearings on H. R. 2607. 

I might say that we have completed the section analysis of the larger 
areas in the bill. There are 1 or 2 major issues left, and several im- 
portant matters, though not major in the sense that they do not affect 
large bodies of people. 

I hope that we can move along rather rapidly today and perhaps 
complete the section analysis of the bill today so that we can go into 
executive session tomorrow and begin marking it up. 

That doesn’t mean that we will foreclose others. 

We thought it would be best to mark up the bill so that those who 
want to appear for or against any provision will know what we have in 
mind and can concentrate on those provisions rather than taking the 
whole field. 

Mr. BLanprorp. We start on clause 6, page 5, Mr. Chairman. 

Mr. Kiipay. We have reached clause 6, page 5; are you ready, 
Captain ? 

Captain Marrineav. I am. 

Mr. Kitpay. Go ahead 

Captain Martrneav. Continuing from that point, clause 6, page 5 
of the bill, would amend section 204, (c) of the Career Compensation 
Act by providing new rates of incentive pay for those categories of 
hazardous duty that are listed in section 204 (a), other than for duty 
as aviation and submarine crew members. 

Under present law, the rate of this incentive pay is $100 per month 
for officers, and $50 per month for enlisted persons. 

This bill would increase those rates by 10 percent, by raising it to 
$110 for officers and $55 for enlisted men. This recommended 10 per- 

cent increase is consistent with the increases recommended in basic pay, 
which average about 10 percent. 

Proceeding now to clause 7 

Mr. Kitpay. Before we leave 6, give us a rundown of the people 
who receive that pay ? 

Captain Martineau. Those receiving that pay now, Mr. Chairman, 
under existing law, are these categories: those on duty involving fre- 
quent and regular participation in aerial flights but not as regular 
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crew members; duty involving glider flights; parachute jumping as an 
essential part of military duty; intimate contact with persons afflicted 
with leprosy ; duty involving the demolition of explosives as a primary 
duty, including training for such duty; diving duty at a submarine 
escape training tank, when such duty involves participation in diving ; 
and duty at the Navy Deep Sea Diving School or the Navy Experi- 
mental Diving Unit when such duty involves participation in the 
training. Then, of course, we have recommended the new categories: 
the low-pressure chamber inside observer, the deceleration and ac- 
celeration experimental people, and the helium-oxygen divers. 

Enlisted men in each of those categories would receive a flat $55 per 
month, if they qualify for that duty; officers $110. This includes the 
10 percent increase. 

Mr. Kitpay. The new categories that you suggest would qualify for 
this type of incentive pay, rather than flight or submarine pay ¢ 

Captain Marrineav. That is right, sir. 

Mr. Mitier. Mr. Chairman? 

Mr. Kitpay. Mr. Miller? 

Mr. Mitier. How about the field of chemical warfare and biologi- 
‘al warfare, aren’t there some pretty hazardous jobs involved in those 
fields ? 

Captain Marrrneavu. We have had to my knowledge no recom- 
mendations for persons who are engaged in that as a primary duty 
as being particularly hazardous to the extent that it would qualify 
for this pay. 

Mr. Witson. What about atomic radiation, those officers and men 
engaged in—— 

Captain Marrineav. I believe, Mr. Wilson, that we don’t have a 
large number of military personnel engaged in that work. They are 
for the most part, speaking now just from my meager personal know]- 
edge, civilian personnel. 

Mr. Witson. The Army has quite an activity, haven’t they, build- 
ing some reactor plants or something where the military personnel 
are involved ? 

Captain Marrineav. I couldn’t inform you on that, sir. We have 
had no requests or recommendations for that field, either. 

Mr. Kitpay. Now, you can go to the next clause—— 

Mr. Barrs. Mr. Chairman ¢ 

Captain, are all of these various categories spelled out as far as en- 
titlement is concerned, how many jumps for instance, for a parachute 
jumper ? 

Captain Martineau. That is spelled out by regulation, by the Sec- 
retaries of the services concerned. And it is all covered in considered 
detail. 

Mr. Bares. Leprosy is new to me. 

Captain Marrineav. That was put in the Career Compensation 
Act in 1949 because we do have naval medical officers who operate at 
the leper colony in the Hawatian Islands. 

Mr. Bianprorp. It was put in for The Public Health Service. 

Captain Marrineav. Yes. 

Mr. Miniter. Do you have a leprosarium on Saipan? You did have: 
it was covered by the Navy. 

Captain Marrinrav. Yes, sir. 
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Mr. Kinpay. It is a relatively small number ? 

Captain Marringav. Yes. 

Mr. Kitpay. Very disagreeable duty. 

Colonel BrinckMANN. One doctor. 

Mr. Kinpay. One? 

Let us move On. 

Mr. Barres. Mr. Chairman ? 

Are there any arguments between those who jump, we'll say, and 
those who fly concerning what category one or the other, should be in? 

Captain Marrineav. I don’t know of any such arguments, Mr. 
Bates. 

Mr. Bares. In other words, the jumpers are satisfied to take this? 

Captain Marrineav. To the best of my knowledge, they regard this 
as adequate proper compensation. 

Mr. Bianprorp. There has been some correspondence on it, and I 
asked the departments if they would get me the insurance rates on 
paratrooper as contrasted with the insurance rates on flying pay, in 
addition to the amount of training required to produce a submariner, 
and the amount of training required to produce a rated crew me »mber 
of a plane, and without in any way attempting to discredit para- 
troopers, the amount of training required to be a paratrooper is con- 
siderably less than that required to be a rated crew member of a plane. 

Mr. Kirpay. You have to do it right the first time, don’t you‘ 

Mr. Bianprorp. Yes, sir, you only make one mistake. But the 
casualties in paratroopers, I think this will bear me out; I haven't 
seen this, but the casualties are far less than the casualties among 
flying personnel. 

Do you have any insurance rates there ? 

Captain Martineau. I was just handed some rates here, Mr. Bland- 
ford. ' 

This has to do with an additional premium that is charged to 
paratroopers by certain insurance companies. We have attempted to 
contact six typical companies. We have not heard from all of them. 

One of the companies charges an extra premium of $3 per year per 
thousand with an upper limit of $20,000 on the amount of insurance 
issued. 

Mr. Bianprorp. That contrasts with approximately an average of 
twenty-some-odd dollars per thousand per month for flying personnel. 

Captain Marttngav. It is less. 

Mr. BianpForp. So that the hazard according to the insurance com- 
pany is insignificant compared to the hazard in \ flight pay or for those 
who are flying. 

Captain Marrtneav. I would say that is a fair statement, sir. 

Mr. Kintpay. Any other questions ? 

(No response. ) 

Mr. Kripay. Move to clause 7. 

Captain Marttnrav. The next clause of the bill, Mr. Chairman, 
clause 7 

Mr. Bares. Has that always been so, or is that just because of the 
jets? A fellow that is up in a plane—he has got two chances, one that 
the plane won’t go sour on him. Then if he jumps he has another 
chance that the parachute will open. 

Mr. Kirpay. But the jet rates are much higher than the reciprocal 
rates, aren’t they ? 
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Captain Martineau. Well, Mr. Bates, we dont regard this as pay und 
that is going to compensate a man for the extra risk he takes. Grn 
This is incentive pay, the little extra incentive to get him into the 
field. It isn’t an attempt to measure the hazard at all, really. 

Mr. Bates. Which are you talking about now ? 

Is it section 6, clause 6 ? 

Captain Martrineav. Still talking about clause 6; yes, sir. 
Mr. Bates. Now, the language of that caption is entitled— 
To be paid $110 and $55 per month respectively for the performance of any 

hazardous duty. 

Captain Martineau. No questions about that. 

But the money is an incentive for the performance of hazardous 
duty. It isan incentive to attract men into those fields. 

Mr. Bares. So is it all, so is flight pay. 

Captain Martingav. That is right. 

Mr. Bianprorp. May I say this: that in 1949 we went into this sub- 
ject very thoroughly as to whether it should be called straight hazard 
pay or incentive hazardous pay. The committee at that time con- 
cluded that when a man is engaged in extremely, in something ex- 
tremely dangerous, it is impossible to measure in terms of dollars 
what that occupation is worth. 

So we changed the name from hazard pay to incentive pay, because 
we are not attempting here to pay a man for the hazard involved in 
this occupation. 

What we are trying to do is to give him sufficient incentive in dollars 
so that he will expose himself to the hazard. 

Mr. Wirson. In other words, there are certain hazardous activity 
that are more attractive than others, you don’t have difficulty in get- 
ting men to accept or volunteer for the service. 

Mr. Buanprorp. That is right. 

Plus the fact that you have got training requirements among sub- 
mariners and among flying personnel that are higher than for para- 
troopers. There is no question about it. You have to train them 
longer, over a longer period of time. 

Mr. Bares. Let us go to 7. 

Mr. Kitpay. All right; 7. 

Captain Marrrngav. Proceeding now to clause 7 this would repeal 
section 204 (e) of the Career Compensation Act, and simply redesig- 
nate the subsection 204 (f) as the new 204 (e). The present subsec- 
tion 204 (e) that this bill would repeal now provides that no aviation 
cadet shall be entitled to receive any incentive pay. Under the recom- 
mendations of this bill, we are now proposing that the pay of an avia- 
tion cadet, the basic pay, be 50 percent of that to which a second lieu- 
venant is entitled, and it would also make the aviation cadet entitled to 
incentive pay for a second lieutenant. 

And if that is enacted then of course it is going to be necessary to 
repeal this provision that says he is not entitled to the incentive pay. 

Mr. Kinpay. We understand that. 

Move on. 

Captain Martineau. Proceeding now to clause 8, on page 5 of the 
bill. This would amend section 205 (a) by increasing the special pay 
for the diving duty by 10 percent. Under the present law enlisted 
persons assigned to diving duty are entitled to receive special pay 
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under regulations prescribed by the Secretary, at rates of not less than 
$5 nor more than $30 per month. This bill would provide them also 
with a 10 percent increase in these rates, and it would raise the range 
of this pay up to $5.50, and $33 per month as the limits. ‘i 

That special diving pay includes a flat qualification pay for diving 
duty plus what is known as footage pay. Footage pay is calculated 
at the rate of 5 cents per foot for dives over 120 feet. Thus a master 
diver in the Navy, according to the secretarial regulations, receives 
$20 per month as a flat diving qualification pay, and then he can re- 
ceive up to $10 more if he performs the necessary number of dives at 
the depths that will give him the footage pay. 

Under present law, this is the only diving pay for which helium- 
oxygen divers can qualify. Despite the fact that nearly all helium- 
oxygen dives incleding those for training are usually conducted at 
depths between 200 and 400 feet and may be as deep as 500 feet. In 
the diving business, those are extreme depths. 

Mr. Harpy. Captain, off the record just a second, if I may. 

Mr. Kirpay. Very well. 

( Discussion off the record. ) 

Mr. Kinpay, On the record. 

Let us go on. 

Mr. Bares. Mr. Chairman, in clause 6, Captain, didn’t you indicate 
that one of these rates would be for diving schools? 

Captain Martineau. Under existing law, Mr. Bates, the incentive 
pay under section 204 (c) does give that incentive pay to divers at the 
diving schools. Now, under this bill, we propose another category in 
there, in that group, the helium-oxygen people. 

Mr. Bares. We are talking about 6. And under 6 diving school gets 
what, $110, or the $55 ? 

Captain Martrinrav. He would get the $55 per month if he is an 
enlisted man in the school. 

Mr. Bares. That is if he is diving in a school. 

Captain Martineau. That is right. 

Mr. Bares. Now, we move down to A, and he will get $30, is that it? 

Captain Martineau. That is right. 

The helium-oxygen. It is a rather strange situation. That is what 
the present law provides, the man undergoing training at the Navy 
Diving School, learning how to become a helium-oxygen diver is en- 
titled under existing law to the incentive pay of $50 per month. 

Now, when he gets his qualification and goes out to dive as a business, 
as a part of his job, he is no longer qualified for that pay, then he 
falls under this special diving pay which is a maximum of $30 per 
month. 

Mr. Bates. Do you know of any other situation where an appren- 
tice receives more than the expert? He is under controlled condi- 
tions at the diving school. 

Captain Martineau. Well, I might say that all the divers at the 
school, including the instructors, get this incentive pay. The instruc- 
tors and the students at the schools I believe they take them down to 
extremely similated depths as a part of their training. If you would 
like to go into any more details on that, Mr. Bates, I have the officer 
in charge of the Navy Diving School here. 

Mr. Bares. I would like to understand it, that is all. 
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Mr. Parrerson. What is the difference? I think that is what Mr. 
Kates is trying to get. What is the difference in the hazards, in the 
dangers ¢ 

Mr. Bares. Is there any reason excepting precedent ? 

Commander pes Grances. Commander des Granges, a er in charge 
of the Experimental Diving Unit and United States Naval School, 
Deep Sea Divers. 

Mr. Bares. I don’t want to cut you down. You are getting the pay 
in school, Commander ? 

Commander pes GRANGES. Yes, sir. 

The proposed legislation is to correct this situation where we have 
people doing the more dangerous helium-oxygen diving in the field, 
and being unable to receive at least the same amount of compensation 

that they are receiving at the school, because of the limitation of the 
salvage dive which Captain Martineau hasn’t fully covered yet, but, 
which requires actual performance of work on a salvage or repair 
operation. We get very few opportunities to work on actual repair 
or salvage operations when we are going so deep that nobody has been 
down there to put the work in yet. 

And most of our helium-oxygen diving is done as training diving. 

So that we are immediately precluded from compensating a diver 
for helium-oxygen training service. He merely gets his $30 a month 
total. And the proposed legislation is to put him on the same basis 
that he was when he was learning how to dive with helium-oxygen. 
That is a very small number of divers, actually. 

Mr. Bates. Do I understand that under 6 that your helium-oxygen 
dives come under that category ; is that correct ? 

Captain Marrrneav. Section 6, yes, sir. 

Mr. Bares. That is right. 

That takes care of them. Let us take those who just have oxygen, 
who don’t have helium-oxygen, now under those circumstances, the 
ones that are in school will be getting the higher figure, and the ones 
who are actually diving, on diving duty, will be getting the lower 
figure, is that the situation 2 

Commander pes GrancGes. Yes, sir, it is. Except that we at the 
deap-sea diving school train only the number of divers that we require 
for the helium-oxygen diving billets, plus a normal group that we 
can have for transfer between the normal tours of sea duty and shore 
duty. 

Now, when those divers are not on a tour of duty requiring helium- 
oxygen diving, we do not feel that they are performing the hazardous 
duty that they were performing at the school because they are not 
doing the helum-oxygen diving that was originally considered the 
justification for the pay at the deep-sea diving school. 

Mr. Barres. Mr. Chairman, I don’t want to belabor the point, but 
I suggest that counsel look into it. 

Mr. Branprorp. The answer is this, Commander, what Mr. Bates 
is pointing out is that you pay a diver in a diving school $100 a month 
tor an officer and $50 a month for enlisted if he is a student, but once 
he completes his training and goes out and does diving other than 
helium-oxygen diving, he only draws $30 a month. 

You give him S820 more as a student, and this bill does not correct it. 
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Now, I presume that the point you are making is that these people 
dive more often when they are in school, then when they go out they 
draw the $30 flat amount for being a diver, plus the footage pay. 

Captain Marrineav. Yes, sir. 

Mr. Buanprorp. After they go beyond 90 feet. 

Captain Martineau. No. = 

The footage pay is not the salvage pay. The dive made in over 90) 
feet on an actual salvage or repair operation is a salvage-pay dive, 
and that is paid at the rate of $5 per hour. The footage pay 1s at 0 
cents a foot for dives over 120 feet, usually on a training basis. 

Mr. Bianprorp. Would somebody enlighten me and tell me where 
the law is that gives him this footage pay ¢ 

Captain Martineau. There is no law. It is secretarial regulation. 

Mr. Bianprorp. That is what I thought. 

Captain Martineau. Section 205 (a) says that divers will receive 
between $5 and $30 per month, under regulations prescribed by the 
Secretary. Now, those regulations prescribe that for the various 
diving rates, namely, a master diver, first or second-class diver, that 
a portion of that pay will be a flat qualifications pay that he gets just 
for holding that rate. 

The master diver, for instance, gets $20 per month for being a 
master diver. He can get up to $10 a month more by performing 
these training dives under the footage pay. He gets 5 cents a foot 
ior every dive he makes under 120 feet. That is to keep him in 
training. 

Mr. Buanprorp. That just compounds the felony. 

Captain Martineau. Not to exceed $30 per month. 

Now, in addition to that, when any diver is performing actual 
salvage or repair operations, he can, under existing law, receive $5 
per hour for such work, if the dive is at depths below 90 feet, or for 
less than 90 feet, if particularly hazardous conditions are deemed to 
exist. 

Mr. Bares. And which you say rarely happens. 

Captain Martineav. Absolutely. 

Mr. Bares. So you get the situation that where the ones in the school 
aren't performing salvage operations, they are getting considerably 
more than the actual divers. 

Mr. Wuson. If they are working with helium they are also going 
to be covered by this bill. 

Captain Martineau. That is correct. 

Mr. Wirson. So they will be getting this $30 or $33 plus the regu- 
lar incentive pay, won't they / 

Captain Martineau. If this bill were enacted, the helium oxygen 
diver would qualify for the $55 per month, under section 204, or sec- 
tion 6 of this bill. 

Mr. Buanprorp. Then to make the situation even more confused, if 
we pass this bill, these divers who are at the schools will not only get 
the $55, but because they are qualified as divers, they will also get the 
master divers’ pay of $20. 

Captain Marttneav. I don’t think the situation is confused and if it 
is, it is what is contained in existing law that we passed in 1949. 

Mr. Buanprorp. Yes. But do you agree that under this bill. these 
people at diving school will still be entitled to the $55 a month that 
they have been drawing $50, now, we are going to give them $55. 
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Now, we say because the law says they can’t draw both, we now say 
that we will eliminate that restriction so they will be entitled to draw 
diving pay, special pay, and incentive pay, so you have the situation of 
a diver at school, a master diver, enlisted man, drawing $55 a month, 
because he is at school, plus $20 a month, because he is qualified for 
diving 

Captain Martrneav. That is not correct. 

He would not be qualified for the $25 per month, he would only be 
qualified for the salvage pay. 

Mr. Buianprorp. I am wrong, | see now it is just the special salvage 
pay. 

Captain Marrineav. Just the salvage pay. 

Mr. Bianprorp. I see. 

Mr. Bates. That doesn’t clarify the whole thing as far as I am con- 
cerned. I understand what you just said there. 

Commander pres Grances. There is one point that I think will clari- 
fy the whole issue. 

The deep sea diving school is only one of our diving schools. It is 
the only one that draws incentive pay. It is there because those stu- 
dents are doing helium oxygen diving. So therefore, if they gradu- 
ate from that school and they go to a billet that does not require helium 
oxygen diving, they should properly receive the pay that a normal 
diver would receive. And we are trying to say that when they go to 
the helium oxygen diving duty then it is a continuation of the duty 
that justified the pay of the helium oxygen diving in the school. 

Mr. Kirpay. Well, in 1949, we felt that the student was entitled to 
it. I assume—I don’t recall the testimony at this time—that there 
was an incentive necessary to get a man to go into diving training. 

And that it wasn’t necessary to continue at the same rate after he 
was a trained diver, inasmuch as no one has asked for it, I don’t know 
why we should consider diving. They are apparently getting along 
all right. 

Mr. Bates. Does everybody going through the school utilize helium 
oxygen ? 

Mr. Kitpay. In the deep sea diving school, yes. 

Commander pes GRANGEs. Yes, sir. 

But we have a very small group of billets that do actual diving duty 
with helium in the Navy compared to the number that do diving duty 
with air or other mixtures. 

That is we are talking of the depth below 300 feet maximum. And 
that is a very small group of divers. It would be unjustified to try 
to train everybody and force them all to do this excessively deep 
diving when it is not required. 

Mr. Bares. But nobody in school gets the higher amount unless 
they use helium, is that right ? 

Commander pes Grances. That is a portion of the course; yes, sir. 

Mr. Bares. There is nobody down there that merely uses oxygen 
that gets the higher amount ? ; 

Commander bes Granoes. No, sir. 

Mr. Buanprorp. That just happens to be that way. This law does 
not preclude them from drawing that pay if they happen not to use 
helium oxygen. It is just that they all are going through that type 
of training now. But the way the law is written, if they abolish heli- 
um and went back to straight oxygen, why they would still be en 
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titled to draw special pay because they are at the school. The law 
only requires that they be instructors or students at the school. 

Commander pres Granags. Yes, sir. 

Mr. Bares. You changed the regulation 

Mr. Partrerson. Not when it applies to the deep sea diving school. 
That is the only place it applies. 

Commander Des GRANGES. Yes, sir. 

Mr. Parrerson. Then when they come out with the fleet and start 
using helium and oxygen they get the incentive pay / 

Mr. Witson. We could insert a clause saying where helium oxygen 
is used in training. 

Mr. Buanprorp. Then you are liable to eliminate people who are 
now drawing this pay. This school, experimental diving school, is 
not an easy assignment. As you know, they have this whole problem 
of taking these students down and they have to stand by ready to 
rescue them at any moment. They go down with them, isn’t that 
right, Commander, the instructors go down with these students? 

Commander pes Grances. Not in the normal course of the deep 
dive. ‘They are in a simulated tank and the instructor is on the out- 
side. 

Mr. Bianprorp. Then why should the instructor draw this incen- 
tive pay? What dangers is he exposed to ? 

Commander pes Grancrs. I would say that he was in the responsi- 
ble position of taking care of the new student. 

Mr. Buanprorp. He is not exposed to a hazard, then? 

Mr. Patrerson. Does he ever have to demonstrate to the student, 
Commander, by actually going through the run himself / 

Commander pes Grances. That would be possible. It is not the 
normal procedure. 

Mr. Wixson. Well, this says specifically inside observer in the 
clause, Mr. Blandford, and I assume that would mean those who ever 
actually made the simulated dives with the student as an inside ob- 
server; is that right ? 

Mr. Buianprorp. That is only on the low-pressure chamber. 

Mr. Parrerson. I personally feel that you fellows are entitled to 
incentive pay if you go down to 90 feet or 200 or 300. 

Mr. Gavin. As far as I am concerned I want to concur in what 
my friend said. How many students are involved in this program 4 

Commander pes Grances. We have an average of 14 to 20 entrants 
per every 2-month period. 

Mr. Gavin. Fourteen for 2-month periods ? 

Commander pes GRANGEs. Yes, sir. 

Mr. Gavrx. How much amount of money would be involved in this 
program that you are discussing ? 

This differential between the various forms of diving? 

Mr. Kinpay. It is not the big question that is bothering us here, 
Commander ? 

Mr. Gavin. Approximately. 

Captain Martineau. It would be an increase of $66,000. 

Mr. Gavin. Well, I think as far as I am concerned, that they should 
be given every possible consideration. 

Mr. Parrerson. I agree. 

Mr. Gavin. In very hazardous programs of this kind I think they 
are entitled to it. 
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Mr. Parrerson. I think it is the most. hazardous program in the 
armed service, from where I sit. I know nothing about it other than 
things I have read and observed. I know our pilots are paid an incen- 
tive pay, I know our people in submarines are, and here is something 
that is individualistic, in my estimation where you are on your own. 

Mr. Bares. They are not going anywhere, they are at school. 

Mr. Gavin. They are under the water. 

Mr. Kirpay. I think we have qualified for a basic course on diving, 
and I would like to move for something else. 

Mr. Bares. I withdraw my objection. 

Mr. Wirson. I just hate to see all those divers get tangled up in 
this red tape. 

Captain Marrineav. I might say, Mr. Chairman, that insurance 
companies will not issue any insurance on the diver. 

Mr. Parrerson. I am in the insurance business, so I will concur 
there. 

Captain Marrineav. I will proceed to clause 10 of the bill. 

I had some more information on that, sir, but I think the question- 
ing has developed it. 

Proceeding to clause 10 of the bill, on page 6—we have covered 
clause 10. Proceed to clause 11. 

Clause 11 on page 6 of the bill. 

Mr. Buianprorp. Let us say for the record that they can draw both, 
under salvage they can draw both, if they are using helium oxygen 
they can also draw the $5.50 per hour. 

Captain Martineau. For actual salvage operations, yes. 

Clause 11 would amend the last sentence in section 303-A of the 
Career Compensation Act so as to increase the present per diem allow- 
ance from $9 to $12. Per diem allowances are authorized for military 
personnel when traveling on official business away from their regular 
posts of duty. Similar authorizations exist for civilian personnel of 
the Government. 

The purpose of per diem allowance is to cover the cost of food and 
lodging plus certain incidental expenses incurred while traveling on 
official business. 

Prior to 1949, the authorized per diem rate for military personnel 
was $7, and for civilians it was $6. 

In 1949, recognizing the increased cost of hotel and meal accommo- 
dations, the per diem ceiling for both military and civilian personnel 
was raised to $9. 

Since 1949, hotel and meal costs have continued to rise. All surveys 
indicate that the daily costs have been in excess of $12 for some time. 

In 1954, Congress approved passage of the bill S-3200, that included 
raising the per diem allowance for civilian employees to $12. That 
bill was vetoed by the President, but for other reasons. A similar 
bill in the present Congress would again authorize the $12 rate for 
civilian employees. 

The present bill would place military personnel on a comparable 
basis. 

It will alleviate the conditions existing today where they are re- 
quired to make up the difference out of their own pockets in order to 
meet legitimate official travel costs. 

Proceeding now, Mr. Chairman, to clause 12. 
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Mr. Buanprorp. May I ask in that connection, Mr. Chairman, this 
section or clause of course has been approved for submission to the 
Congress by the Bureau of the Budget. If I am not mistaken the 
Bureau of the Budget or GAO, or both, analyzed this per diem cost 
very carefully, and came up with some rather high figures on the aver- 
age cost involved today when people are on temporary duty or change 
of station where they are taking per diem in lieu of mileage. 

Do you happen to have those breakdowns? I think it might be 
well to insert them in the record, because I think they fully justify 
this action. 

Now, if we report this bill before a civilian pay increase, or civil- 
service pay increase is reported, there may be some questions raised 
as to why the military should get this $12 ahead of civil-service 
employees. 

Mr. Kitpay. Without objection these tables will be included in the 
record at this point. 

(The tables were not supplied for the printed record.) 

Mr. Kinpay. Of course, this is a matter that will have to be coordi- 
nated with the civil-service bill inasmuch as that committee reported 
it last year, and it is assumed they will report it again this year, we 
should have no difficulty with it. If they should change there, we may 
have to change here. 

Mr. Witson. Can we have an idea of the amount of money involved, 
Mr. Chairman ? 

Captain Martineau. Yes. 

Mr. Bennett. I might raise the question: Don’t the military per- 
sonnel get some expenses paid when they are out on per diem basis? 

Don’t they find it possible to eat at military messes while ordinary 
civilians don’t 4 

Captain Martineau. They do, but they pay for it when they do. 
And when they have access to a military mess, it is removed from per 
diem. They only get a portion of per diem. 

Mr. BLanprorp. Same thing with quarters. If Government quar- 
ters are available then the per diem is decreased considerably. 

Mr. Bennett. It is agreeable to me to have them paid the same 
amount, but I don’t think they do pay the same amount for food or 
lodgings that an ordinary civilian does. Do you think an ordinary 
civilian when he goes to Washington, for instance, experiences the 
same rate of pay at a hotel or for his food that a military personnel 
(loes. 

Captain Martrngav. You are speaking of civilians in private busi- 
ness ¢ 

Mr. Bennett. No. Take the United States marshal, coming up 
here from Jacksonville, Fla., he does it quite often, he pays for his 
meals. I doubt whether military personnel pays as high for the meals 
or hotel. 

Captain Martineau. He doesif he stays at the same hotel. 

Mr. Bennerr. Don’t they stay in military posts?) When I traveled 
in the military I stayed at posts and didn’t pay near as much for the 
food or bed. 

Captain Marrrneav. If he does he gets less per diem. 

Mr. Buanprorp. Let’s put that in the record, Mr. Chairman. 
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Let us clarify this. Let us say an officer is on a per diem basis and 
he goes from here to Wright-Patterson Field and there are messing 
facilities available, that is all it requires, if messing facilities are avail- 
able, and also Government quarters are available, what is his per 
diem ¢ 

Captain Martineau. If he has messing facilities and Government 
quarters available to him he gets $1.65 a day. 

Mr. Bennett. It is cut down. 

Mr. Buianprorp. That is the answer to it. 

Mr. Mitier. Further if he comes in here to Washington he would 
have to go to some officers’ mess and spend two-thirds of his time get- 
ting out to the Bolling Field or the naval shipyard, ammunition place, 
running back and forth to save that money. 

Captain Martineau. That is right. 

Mr. Bennetr. You mean he can’t include his taxi fare to bring his 
per diem up. 

Captain Martineau. You can include taxi fare from the railroad 
station to your hotel. But you can’t include taxi fares incident to the 
performance of your duties. 

Mr. Gavin. While you are in a certain specified place ? 

Captain Martrineav. That is right. 

Mr. Muuuer. And in the old days for a civilian, if you could certify 
you were carrying 2 bags you were entitled to make a 10-cent tip to 
the porter, but you had to carry 2 bags. If you only had one bag you 
weren’t entitled to a tip. 

Mr. Kitpay. The porter wouldn’t take it. 

Mr. Mitter. I said inthe old days. I traveled quite a bit for the VA. 

Mr. Bennett. I wasn’t trying to cut anybody down. I was trying 
to bring about equality. It doesn’t make me any happier to learn that 
the services are having an undue burden. I think that should be recti- 
fied. If they are being downtrodden, let us correct them. I was only 
trying to bring about equality. I felt that a person who came to a 
military base didn’t have to pay so high for hotel rooms or food. But 
if on the other hand he has to pay excessive taxi fares I think that 
should be taken care of. 

Mr. Harpy. That is governed by regulation, isn’t it? And I think 
that the services are capable of working out regulations which ought 
to be reasonably equitable. 

Captain Martineau. I can assure you, sir, that the services have 
extremely detailed regulations on that subject. 

Mr. Harpy. I would be surprised if they were not. 

Mr. Bates. That is one word for that book 

Mr. Parrerson. If the gentleman from Florida will yield? 

Mr. Harpy. I am through. The gentleman from Florida has the 
time. 

Mr. Bennett. I am through. 

Mr. Parrerson. Then I will 

Mr. Wurson. I asked a simple question, Mr. Chairman, on how 
much money was involved. . 

Captain Marrineav. It would be approximately an $11 million 
increase under these new per diem rates for all of the armed services. 

Mr. Kizpay. Of course, this will be coordinated with the civilian 
rate, if we get through the House first. Surely they will get through 








the House before this comes back from the Senate; it will have to be 
coordinated. 

Now, go to the next subject. 

Captain Martineau. Proceeding to clause 12. 

Mr. Bares. Mr. Chairman. 

Mr. Kirpay. Mr. Bates. 

Mr. Bares. I thought that Mr. Patterson wanted to ask a question. 

Mr. Parrerson. I withdraw my question. 

Mr. Bares. I wonder, if quarters were provided, of that $12, how 
much is lost ? 

Mr. Buanprorp. I don’t think that has been worked out. 

Captain Martingav. It will have to be worked out proportionately. 
I will attempt to answer your question by stating that under the 
present $9 allowance if quarters are provided the per diem rate is 
reduced to $5. 

If quarters and food are provided it is reduced to $1.65. 

Mr. Buianprorp. Not provided, merely if they are available. I 
don’t think you want to give the impression that an officer gets his 
food given to him. The per diem drops but out of that he still has 
to buy his food. 

Captain Martineau. Absolutely, he buys his food. 

Mr. Bares. But you don’t have any figure now ? 

Captain Martingav. On the cost of the food ? , 

Mr. Bates. No; what you lose for quarters when this thing goes 
through. 

Mr. Buanprorp. It would be probably 25 percent. 

Captain Martrnzav. I have it. If Government quarters are avail- 
able but Government mess is not available, $5 a day for officers, $4.50 
for enlisted men. 

Mr. Bates. Is that what they lose or what they get ? 

Captain Martineau. What they get. If Government mess is avail- 
able but Government quarters are not available, $5 per day for officers, 
$4.50 for enlisted. If Government quarters and Government mess 
are available, $1.65 per day for officers and none for enlisted. I might 
say that what is allowed for the officers there is for the linen charges 
and extra expenses that they have to pay at an officer’s quarters, to 
which an enlisted man is not subjected in the barracks that he would 
occupy. 

Mr. Harpy. Doesn’t he still have to pay for his food ? 

Captain Marttneav. Yes. 

Mr. Harpy. How does he pay for that out of his $1.65? 

Mr. Buanvrorp. Out of his normal subsistance allowance. 

Captain Martineav. Yes, that is existing law. 

Mr. Gavin. Off the record, Mr. Chairman. 

(Discussion off the record. ) 

Mr. Parrerson. I want to know if an officer comes into Washing- 
ton, D. C., and he is going to stay here overnight and if he leaves the 
railroad station and goes to his hotel, where he has his accommoda- 
tions, for instance, as an example. the S‘atler Hotel, and his appoint- 
ment is over in the Pentagon Building, the moment that he arrives at 
the Statler Hotel his expenses as far as taxicabs stop, from what I 
have been told here this morning. 

Captain Martineav. Mr. Chairman, I will ask Mr. Pierson Brown 
to answer that question with your permission. 
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Mr. Prerson P. Brown. That is right. 

Mr. Parrerson. Now, how does he get from his hotel to the Pen- 
tagon, if he takes a taxi, does he have to pay for it ? 

Mr. Brown. Yes, he does. 

Mr. Parrerson. The moment that officer, regardless of his rank, 
arrives at the Statler Hotel, will the Department of Defense send a 
chauffeur and a car over to the hotel in order to pick him up ! 

Mr. Brown. The answer to that question is, generally, “No.” We 
have two—at the Department of Defense we have two methods of pro- 
viding transportation under those circumstances. As you gentlemen 
probably know, the Department of Defense operates a bus service now 
under contract, and formerly they operated their own buses. 

Mr. Parrerson. Does that bus run to the Statler, to all the hotels? 

Mr. Brown. No, between the various stations in this area. Specifi- 
cally, the main Navy Department, the Pentagon, the Arlington Annex, 
and Capitol Hill. 

Mr. Patrerson. Do you expect the officer then to walk from the 
Statler down to the main building on Constitution Avenue / 

Mr. Brown. He does have to provide his own transportation. And 
over and above that, of course, there are a limited number of official 
cars available for persons, and by “persons” I mean officers and 
civilians, but they, of course, are extremely limited. 

I might also add, in connection with your question, that this matter 
of providing transportation within the individual’s temporary-duty 
station has been the subject of a study not only within the Defense De- 
partment but by the Bureau of the Budget for at least in excess of 15 
vears and the answer to the question, or to the problem first under con- 
sideration of providing allowance 

Mr. Parrerson, Will you stop there for 1 minute and tell me 
what study is there connected with a situation like I have given “oe 
it would take your Department 15 years in order to arrive at ¢ 
decision ? 

Mr. Brown. Sir, it was not only the Defense Department or any 
single department, but it was a matter under consideration prior to 
World War II to affect persons of the entire Government service. 

And because of the situation resulting incident to World War IT, 
that matter—of giving a money allowance—was dropped, and they 
adopted the practice of providing transportation wherever possible by 
buses. 

Mr. Parrerson., Only have two systems, one that goes to the main 
headquarters down on Constitution Avenue, for instance, and the 
other is a private car which will be furnished by the Department of 
Defense. 

The second one you have just outlined, that is very seldom used, the 
private car, for visiting officers coming in in order to get to work. 

Mr. Brown. That is right. 

Mr. Parrerson. So, therefore, an officer arriving at a hotel, once he 
is there and if he has a few briefcases like the gentlemen have here 
today, unless he pays out of his own pocket for transportation, he has 
to lug those briefcases all the way fr om his hotel down to where he gets 
a bus to take him to the Pentagon ? 

Mr. Brown. Yes, sir: it happens every day. 

Mr. Parrerson. That is not the situation as far-as businessmen go; 
they can put it on an expense account, and the Government will pay it. 
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Mr. Witson. But they don’t get a per diem. That is the whole idea 
of this bill, to provide a per diem. 

Mr. Parrerson. Let me tell you, when a businessman comes into 
town he charges every single thing that he does. 

Mr. Bennett. Can’t a soldier do that, too, against his Income tax‘ 

Mr. Parrrerson. No; he cannot. 

Mr. Bennerr. Why not? 

Mr. Parrerson. Because it isn’t a business expense. 

Mr. Buanprorp. Yes; he can charge that. 

Mr. Kitpay. Let us don’t get into income tax. 

Mr. Parrerson. Is there a recommendation now being made to take 
care of a situation like I have—other than that 15-vear study ¢ 

Mr. Brown. Apparently there is none. This is one of the elements 
of the inadequate amount in the present $9 per diem. The proposal 
to increase it to $12, that is just one of those parts of the pennies that 
the individual must spend. 

Mr. Parrerson. Even at $12, if a man moves into a decent hotel 
here in town, one of our better hotels, it is going to cost him how much 
for a single room per night, the cheapest he can get? 

Mr. Brown. I think the survey shows that on the average it is about 
$5.50. ; 

Mr. Parrerson. All right. 

Captain Martineau. | would like to interpose there. I believe I can 
answer your question because I have the results of the survey that 
are contained in the report on the bill S. 3200—civil service bill passed 
last year. 1954 costs show the hotel, average hotel cost $6.56, cost of 
meals, $4.50, and incidental expenses $1.20. 

Mr. Parrerson. Therefore, he is walking. 

Mr. Gavin. After your very extensive and exhaustive study, Mr. 
Brown, 15 years, do you feel that there is every justification for this 
increase from $9 to $12? 

Mr. Brown. Definitely. 

Mr. Gavin. There is no doubt in your mind ? 

Mr. Brown. None whatever. 

Mr. Gavin. Right, that is all. 

Mr. Mitier. We don’t want another 15 years to go by. 

Mr. Bares. What is the limitation on actual expense travel? You 
can issue orders for actual expense purposes or per diem. Why can’t 
you solve a lot of this by actual expense orders / 

Mr. Brown. We don't have the actual expenses any more. That was 
taken out with the Career Compensation Act, Mr. Bates. 

Mr. Barres. Have I been away that long? 

Mr. Bianprorp. Only Members of Congress are allowed actual ex- 
penses, as a matter of fact, Mr. Bates. 

Mr. Barrs. Nevertheless, while you were making this study for 15 
years, you did have that alternative, didn’t you ¢ 

Mr. Brown. To correct the record I had nothing to do with making 
the study. [Laughter. | 

Mr. Kitpay. Well, before we leave it, I would like to observe that 
somehow or other when I come up to the hotel, those 35 rooms are al- 
ways filled. 

Let us go to another subject now. | Laughter. | 

That idea I had of finishing this morning sounded good at the time. 

Captain Martineau. All right, Mr. Chairman, proceeding now to 
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clause 12 of this bill, on page 6: This would amend subsection 303 (c) 
of the Career Compensation Act by inserting a new sentence in that 
section that would provide a dislocation allowance to a member whose 
dependents move in connection with his permanent change of station. 
This dislocation allowance would be paid under regulations approved 
by the Secretary concerned and would equal the monthly basic allow- 
ance for quarters to which the member is entitled under existing law. 
It is a well-known and established fact that members with families 
are being subjected to increasing amounts of personal expense in con- 
nection with moving their household on a permanent change of station. 

While existing law does authorize the payment of certain travel 
and transportation allowances, these allowances are entirely inade- 
quate to meet even the minimum expenses that are unavoidably in- 
curred when necessary to move one’s household and dependents to a 
new duty station. 

Surveys that have been conducted among both officer and enlisted 
heads of families show clearly that in the great majority of cases these 
moves are subjecting them to heavy personal expense, in addition to 
any authorized reimbursement. 

A recentAir Force survey, for instance, indicated that the average 
nonreimbursable expense of such a move for a technical sergeant, E-6. 
enlisted grade, was $201; a master sergeant, E-7 grade, $231; for an 
Army captain, $260; for a colonel, $427. Those are average non- 
reimbursable expenses. The only monetary reimbursement allowed 
for such moves is in the event the travel is performed at the member’s 
own expense. He is then later reimbursed but on a mileage basis, 
and only at the restricted rates provided by the Department of 
Defense. 

This monetary reimbursement in most cases hardly—hardly even 
pays for the actual travel costs. 

n no case does it even begin to reimburse a family for such typical 
expense items as lease forfeiture, temporary living costs in hotels, 
motels, boarding houses, pending reestablishment of a normal house- 
hold, breakage and depreciation of household goods in transit. It has 
been a rough rule of thumb in the services for quite some long time 
that three moves are the equivalent of one fire. 

Some more additional costs: additional utility costs in connection 
with breaking up and reestablishing a household, new clothing or 
equipment costs often called for by climatic or other special condi- 
tions. 

Several important factors govern the extent and frequency of the 
movement and transfer of personnel. 

While each service has had individual cases where better manage- 
ment techniques could have avoided, no doubt, some of the so-called 
horrible examples of excessive transfer, the fact remains that by far 
the largest portion of personnel movement is unavoidable under exist- 
ing conditions. 

These conditions include, but are by no means limited to, the heavy 
personnel turnover we are now undergoing, and which we have already 
discussed in some detail; our worldwide commitments; an attempt to 
accomplish an equitable sharing of the less desirable types of duty 
assignments; and of maintaining the operational readiness of as many 
of our units as possible. 
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I can discuss these aspects in greater detail if the committee desires. 
But certainly this one fact stands out crystal-clear and unmistakable ; 
namely, whenever any member of the armed services receives a set of 
orders directing a change of station, he must obey and carry them out. 
And if the allowances for moving his family and household are insuffi- 
cient, as they always are, he has no recourse but to pay the difference 
out of his personal savings or to go in debt, as many find they must do. 

I am convinced that the enactment of this provision will greatly 
alleviate this unjustifiable type of hardship.to our uniformed heads of 
families. It will also do much to raise the morale of family men and 
to restore greater confidence in the armed services as a way of life, 
which it must be. 

Since the end of World War II, there has been a continuing reduc- 
tion in certain benefits and small privileges that had long been extend- 
ed to military personnel. The result has been a constant lowering of 
the prestige and attractiveness of service life in the eyes of too many of 
our people. 

Whether or not these facts are debatable, this much is certainly 
true: the rate at which we are losing our career officers and key en- 
listed men is higher than ever before. 

That concludes my comments on clause 12, sir. 

Mr. Kitpay. Of sourse, Captain, you have heard the fears expressed 
by a number of the members of the committee, the subcommittee, I 
believe, by a majority at least, that rather than curing the situation, 
the dislocation allowance might aggravate it by perhaps an attitude 
on the prt of those administering the law and assigning stations that 
inasmuch as the man is compensated for the move, that there need not 
be as much care in permitting a longer tour of duty. It is my personal 
view that the too frequent change of station is handicapping the mili- 
tary almost as much as pay, especially with family men who are moved 
during the school year and things of that kind. So, at the beginning 
of the discussion I wanted to mention, so that it can also be discussed, 
perhaps some control or limitation over the payment of dislocation 
allowance by fixing perhaps a tour of some stated time, and in permit- 
ting the payment of dislocation allowance unless the permanent 
change is too freuent, or comes too soon after the last one, and then 
perhaps limiting the payment then only upon the approval of the 
Secretary concerned. 

In other words, that this should be paid not oftener than once a year, 
ence in 18 months or something that would approximate what we 
could regard as a normal tour of duty. Then if the individual were 
changed in less than that period of time, the Secretary of the Depart- 
ment would have to approve payment of dislocation allowance in that 
instance. 

Captain Martrngav. Mr. Chairman, I would like to offer this com- 
ment upon your views. I think as long as there is some flexibility 
provided, as I understand there would be by vour going to require 
secretarial approval—not make it a flat prohibition under the law— 
I think that might work out all right. Otherwise, I think that it 
might come to really hamper and restrict the services in times more 
critical even than we have now and would not carry out the will of 
the Congress. 

Mr. Kitpay. Perhaps we should also have a provision there if we 
do favorably consider something of that kind, so as to relieve the 
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Departments of the restriction in the time of national emergency here- 
after declared, in an attempt to see if we cannot stabilize the service 
more than it has been. But still not handicap it in the case of another 
national emergency, not the present one, and then to require secre- 
tarial approval. 

I believe that most of the members of the House, I am sure it is re- 
flected in the Committee on Armed Services, feel that there has not 
been enough attention given to a normal tour of duty before reassign- 
ment. And I am sure that we are going to want to do something to 
try to promoete a longer tour of duty. 

Most of the men I talked to, when you average out their years of 
service and their permanent change of station comes about year for 
year, just about hits it. The man who has been in 4 years has general- 
ly had 4 permanent stations, 5 years, 5 permanent stations, just rough- 
iy itrunsthat way. I feel that a man who goes on a job knowing he is 
going to be there for 2 years, will be more interested in his job, and 
as he stays on it a little longer he will become more efficient in the 
job. If we could once get our personnel planning down to where we 
could stabilize these tours it would be of benefit to the service through- 
out. Iam still afraid that if we create a dislocation allowance and no 
limitation on the power of the Departments to have permanent changes 
of stations we are going to aggravate the situation rather than cure it. 
Do you feel it would not be too restrictive if it were relieved of the 
restriction in a period of national emergency hereafter declared, and 
flexible enough so that the Secretary of Department could direct the 
payment of the allowance? 

Captain Martineau. Mr. Chairman, my personal view would be 
that I wouldn’t like to see any restriction put in the law. I would be 
inclined to think that it might be more helpful to the Congress and 
to the services to carry out the end, the very desirable end that you 
have in view, for the Congress, this committee, perhaps, to call, say, 
for an annual accounting, as you do now under the Officer Grade 
Limitation Act. Under that law a report is required by the services 
to be made in answer to certain questions that are called for by law. 

That same principle might perhaps be applied to this situation here. 
And that would leave more flexibility to meet changing situations. 

I am well aware, Mr. Chairman, of your concern and of the other 
Members of Congress, for this matter of stability. I want to assure 
you that stability is a highly desirable condition, as viewed by all of 
the services. I feel that I can speak with a little authority on that, 
inasmuch as my regular duty is in the Bureau of Naval Personnel, 
where we handle that, among other things, for the Navy. And I 
know that it has been one of the primary problems in that Bureau 
for at least the past year, namely, how to achieve more stability. And 
I also want to assure you that from the Chief of the Bureau on down, 
it is receiving the most careful thought and attention, because we are 
faced with some difficult problems today in the way of personnel 
turnover. 

Mr. Gavin. How about the other branches of the service, the Air 
Force, Army, and Marine Corps, have they given it just as serious 
consideration as the Department of the Navy has given it? 

Captain Martineav. I feel T can answer for them, also, Mr. Gavin, 
because it so happened that I was the Navy member on a committee 
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that was appointed by the Secretary of Defense last summer to con- 
sider this very problem. The Secretary of Defense indicated his con- 
siderable concern over the lack of stability in all of the armed services. 
He was concerned by its effects on our operational readiness, by its 
effects on the morale of the personel involved, and the matter of 
economy within the services. 

Mr. Gavin. And its effects on the careers of the young officers who 
ure resigning, too. 

Captain Martineau. That is correct, sir. And he directed the 
Secretaries to study the matter. I was one of those who did study it. 
Now that study was limited to officers. We were not told to include 
enlisted men in there; but it is just as important a problem for the 
enlisted men. 

But we did find out that of course there have been cases where the 
services have made mistakes, there have been instances of stupidity 
and carelessness, oversight, but by and large the problem has been 
caused by the great fluctuations in our strength, as a result of Korea, 
for instance. 

The services made a tremendous expansion then in a very short 
period of time. And upon the completion of that conflict we have been 
reverting back, trying to level off. But the uncertain state of world 
affairs has made that a very difficult problem, with the result that 
our authorized strengths have been changing not from year to year, 
but from month to month. 

Mr. Harpy. Do you want the committee to understand that the 
present proposal to further reduce the Navy strength is going to 
accentuate your problem and cause you to make more moves to in- 
crease the instability ? 

Captain Martineau. No, sir, I didn’t intend to create that impres- 
sion. I tried to convey the thought, Mr. Hardy, that in recent months 
the services have had difficulty in stabilizing at an authorized strength. 

Mr. Harpy. Well, you have always had that. They have had a 
difficulty for a long, long time now. 

Captain Martineau. But it is not the fault of the services. 

Mr. Harpy. I am not saying whose fault it is. I am talking about 
the situation. I don’t know how much fault rests with the services 
and how mucch rests with the Secretary of Defense because he has 
messed up a few things in the past, I am not talking particularly about 
the present one. Of course, you can be to blame in a lot of places. 
But, Mr. Chairman, it seems to me when we are talking about this 
business of incentives to people to stay in the service, to try to improve 
the morale and interest people in going into the service, a little more 
stability in assignments, length of duty at a particular station would 
have a greater financial significance than the proposal to pay them a 
dislocation allowance. 

Captain Marrineav. I certainly agree with you, sir. 

Mr. Harpy. So that if you could stabilize this proposition a little 
bit and let a fellow be settled a little bit longer in a place, it would 
be worth a heap more to him than paying him an extra month’s quar- 
ters allowance. Let us assume that you are going ahead and doing 
that, let us keep right down behind them and get them to do it, we 
won’t need to put this in there at all. We will get a heap more satis- 
faction out of not having them move so often. 
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Captain Martineau. I would like to offer this one point, Mr. 
Hardy: assuming that we are able to acquire that very desirable state 
of stability, nevertheless the time will come when that individual will 
have to make a move. He cannot stay in one place in the armed serv- 
ices for his entire life or we would have no military force. 

Mr. Harpy. If you cut these moves down substantially, and on the 
basis of your own figures if you cut them down substantially, you will 
save a heap more for the individual than this 

Captain Martrngav. This will save more for the individual and 
more for the Government. I can assure you, sir, that a real effort is 
being made in that direction. 

Mr. Harpy. I think we ought to see a little progress in that line 
before we start 

Captain Martrngav. I would like to cite some progress we have 
made. 

Mr. Gavin. I am sure this study is going to take another 15 
years 
Captain Marrrngav. I am glad to report this is a completed study. 
Mr. Gavin. On that point ‘T just want to say regardless of what 
action is taken on stabilizing the situation, the serviceman still takes 

the loss when he moves. 

Captain Martineau. That is right, sir. 

Mr. Gavin. And whether or not this monthly basic allowance for 
quarters is adequate to reimburse him for the loss is questionable in 
my mind. From the figures you have quoted it sometimes averages 
$450 loss for a colonel. 

Well, what would his quarters allowance be, a month ? 

Captain Martineau. $136. 

Mr. Gavin. What is that ? 

Captain Martineav. $136. 

Mr. Gavin. Certainly he isn’t being reimfursed. 

Captain Marringav. Only in part. 

Mr. Gavin. So this would merely be a sort of a sympathetic con- 
tribution to alleviate his mental state to make him feel a bit more 
friendly ; it doesn’t take care of his actual loss. 

Captain Martineav. A partial reimbursement. 

Mr. Gavry. It is a partial reimbursement which would be helpful. 
There isn’t any question about it, but it still doesn’t take care of the 
actual loss that he sustains. And how much effect that would have, I 
don’t know. But it certainly would be helpful, we quite agree on that. 

Captain Martrneav. That is right, sir. 

Whether he moves once a year or once every 4 years, he is subjected 
to that expense and this proposal would partially reimburse him. 

Mr. Gavin. If you fellows, in my estimation, will just discontinue 
your studies and put into effect the results of that information you 
have acquired from your studies, and put it into effect in stabilizing, 
you will make quite a contribution, so that the average officer is not 
just under the whim of somebody else who decides, “He has been here 
6 or 8 months, now we will move him over to some other place.” If the 
man is given his assurance he is going to be at a definite spot for so 
long, so he can arrange his affairs, for his family to live reasonably 
comfortable in a good | mental state for him and his family, otherwise 
he is subject to going in 6 months, or a year, year and a half, he 
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doesn’t know when he may be ripped up and uprooted from the soil and 
his school and his family. 

And I think instead of studying over there you—the Departments, 
better actually put into being some of the thoughts that you are ex- 
pressing here today, and we will be better off. 

Mr. Miter. Off the record 

Captain Martineau. Can I report the results of a little survey 
that we have made ? 

Mr. Kizpay. Please do. 

Let us have order. 

Captain Martineau. I indicated some time ago the concern of the 
Chief of Naval Personnel on this matter of stability. And the effort— 
and directives that he has issued on it. 

Now, to find out how we were doing, he directed that a sample check 
be made. And this is what the check consisted of: there are 242 posi- 
tions in the Washington area occupied by naval officers of the rank 
of commander, in the Defense Department, Navy Department, and 
the Bureau of Personnel. 

They examined the officers who had been occupying those positions 
and found during the fiscal year 1954, 86 officers in those positions — 
been moved, namely, about one-third of them. And of those 86, 
had completed 3 years in that billet. 

The remaining 14 had completed 2 years, but they had been ashore 
3 years. They had spent the first year at one of the war colleges, or 
in a few cases they were going to the war college to spend their third 
year. 

Now that little sample indicated that we are making some progress. 
That indicates a tour of duty for an officer of that rank in this area of 
3 years, and that is certainly long enough. As a naval officer I would 
say I feel that 2 years is as long as any of us should stay ashore and 
still be able to return to sea duty and be proficient from the outset. 

Mr. Gavin. Now give us the figures for the Department of the Army 
and the Department of the Air Force. 

Captain Martineau. This is a Navy study here, sir. I am sure that 
they have something similar. I don’t have it at the moment. But I 
do know this, that the other services are making equal effort in this 
direction because I served on this interservice committee and I know 
they are all equally interested in it. 

Mr. Patrerson. Will the gentleman yield? 

Mr. Gavrin. Yes. 

Mr. Parrerson. There is only one question comes in my mind, all 
this incentive in moving: now at the present time is the Navy allowing 
your officers to take their families abroad, say to Tokyo, when they 
know that officer is going to be stationed over there for, say, a period 
of 2 to 3 years? 

Captain Martineau. If the officer is assured of having quarters 
over there, he may do so, 

Mr. Parrerson. Now does that also apply to the Army and the Air 
Force ? 

Captain Martineau. On the same basis. When they have assur- 
ance that there is going to be a place for them to live, they may bring 
their family. 

Mr. Patrerson. Why doesn’t that apply to the Marine Corps? 
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Captain Martineau. Well, the Marine Corps has a slightly different 
policy, with respect to the division that they have stationed in the Far 
East—have had. They have had a tour of duty there of 14 to 16 
months, and it has been their policy—they want to keep the troops—— 

Mr. Parrerrson. I know officers, Captain, who have been over there 
for over 2 years. 

Mr. Witson. They are on their way back now. 

Mr. Parrerson. Yes, but they were not permitted to have their fam- 
ilies over there. I didn’t quite understand that. 

Captain Marrineavu. Well, the Marines—unless they are stationed 
in a headquarters in Tokyo or one of the other places in the Far East, 
they have not taken their families over because they have been serv- 
ing with a combatant unit living in the field over there most of the 
time. 

Mr. Parrerson. I am talking about the people who were in Tokyo, 
now. 

Captain Martineau. People in Tokyo? May I ask Major Stock- 
man of the Marine Corps to help me on that one ? 

Major Stockman. I don’t know of any reason why an officer who 
is stationed in Tokyo or at a major command would be restricted 
from having his family over there. If there aren’t quarters available 
he can still rent a place from the Japanese. As far as I know, there 
is no restriction. 

Mr. Parrerson. I have had several letters from Marine officers and 
fellows I know personally who up until—of course now they are on 
their way home—up until recently they haven’t had their families 
with them. However, every other service had their wives. 

Mr. Bianprorp. Wasn't that the replacement depot at Kobe. There 
are no quarters available. 

Mr. Parrerson. Some of these people were instructors in Japanese 
schools. 

Captain Martineau. There is a great shortage of housing over 
there. 

Mr. Parrerson. Shortage of housing, yes. But why should it just 
be for the Marine Corps 4 

Captain Martineau. I think the other services have faced the same 
problem. When the officer or man goes over, they don’t go over with 
their families. They have a waiting period over there up to 12 months 
before they are able to find quarters adequate for their families. 

Mr. Buanprorp. As a matter of fact, in the Air Force less than 1 
percent of officers who are ordered to a change of station move with 
their dependents concurrently, less than 1 percent. 

Mr. Parrerson. Therefore, if a Marine officer, if he were stationed 
in Japan, if he could find quarters then he is entitled, entitled by law, 
to bring his family over; is that correct, Captain ? 

Captain Marrrneav. If he is over there on a permanent change of 
station, that is correct. 

Mr. Parrerson. Is that correct, Major / 

Major Stockman. Sir, if he is not attached to the division, if he is 
in what we call a permanent billet out there, where he may normally 
anticipate a 2-vear tour rather than a liaison capacity from the divi- 
sion or with the corps, with the Army corps, and we rotate those peo- 
ple. Hence they are not in one place long enough to set up a family. 

Mr. Parrerson. Does the same situation apply to the Army / 
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Major Stockman. I am not familiar with that situation. 

Colonel BrinckMann. It is entirely a housing problem in Japan. 

Mr. Patrerson. But does the situation that fits the Marine Corps 
fit the Army, as far as regulations go ? 

Colonel BrincKMANN. Yes—as far as the Far East Command is 
concerned—yes. 

Mr. Kiipay. Mr. Miller? 

Mr. Mixier. Captain, do you give any consideration to hardship 
stations in the services / 

Captain Martineau. Hardship ? 

Mr. Mitier. Yes; particularly outside of this country ? 

Captain Martrngav. Very much so. 

Mr. Miuier. Are they shorter tours of duty ? 

Captain Martineau. They are shorter tours of duty. I have before 
me here the Navy circular letter on that situation. Each of the other 
services. ‘This Bureau of Personnel Instruction on the subject of 
length of tours of overseas service. And they have listed in here the 
various places to which the naval personnel are ordered. The first 
one I read here is Alaska and the Aleutian Islands. For those who 
are stationed on the island of Adak, the tour is 12 months, that is a 
short tour. Sixteen months if dependents are on the station. 

The island of Attu, they only stay there 6 months, but that is fol- 
lowed by rotation to a more desirable station to complete 12 months 
in the area. Eniwetok Atoll is a 6-months tour. Germany, that is a 
24-month tour, or 12 months after dependents are on station, which- 
ever is the greater. 

Greenland, a 9-month tour, no dependents there. 

Japan, 24 months, or 12 months after dependents are on station, 
whichever is the greater. And so on for each of the other stations 
and I can furnish that for the record, Mr. Chairman, if you desire, 
for each of the services. 

Mr. Kitpay. Without objection, it will be incorporated in the rec- 
ord. 

Captain Martrneav. For each of the services ? 

Mr. Kinpay. Yes. 

(The information referred to is as follows :) 
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U. 8S. Army foreign service tours pacer: 
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} 
lw Without | With || | Without | With 
Country or area depend- | depend- i Country or area depend- | depend- 
ents ents || | ents ents 
2 as 
} 

OS ee we 24 24 \| ee | 12 Cc. 
Alaskan Peninsula_- 12 24 || Guadalcanal____--__._-__. 18 crea: 
Alevtian chain west of kia, PPS Sale 2 ; 18 | = 

162d meridian _._- 12 24 | Guatemala.-._____..__.- 36 36 belo 

| ee 12 24 || Hawaiian Islands________-_- 36 | 36 stipt 

Whittier_____- 18 30 1) eemares... Ne ee 36 36 ern 
ere 36 36 || Iceland. aad 12 | ae 

Azores.......- neeencenciekh’ 18 24 | India (Kasmir)...-______- 12 | 

| aT | 24 | i) ener see 12 

| aaa 36 | 36 || Iran___- batts oe 12 

British Isles ____- 36 | 36 || Stationed outside Te- | 

Canada (interchange citi | 36 36 | SE Se 12 
Baffin Island -_-__- } 12 | 24 ! IEEE EEA, () 

Fort Churchill, Mani- | : anes i, ee 
RN as 12 | 24 || Liberia___-_-- te ESAS 24 
Labrador ___. 12 | 24 || Libya (Tripoli)... .---. 18 
Newfoundland (less iso- | | Nicaragua__---___- eee ce cae 24 
lated detachments) 18 | Ro eee ae 36 | 
Isolated detachments and | Palestine __- yes Bas 12 | Ps 
all stations above Arc- | | Paraguay........- ain eee 30 r ont 
tic Circle.._....- 12 | aaa ee 36 ; scril 
| MS SRE eae | 36 | 36 || Philippines _____-_--- 2 24 | may 

Colombia_- | 36 | 36 | Puihereo Mino... ......-..-.... | 36 | : 

Costa Rica__________- 36 | 36 Ryukyus area._..........-- | 24 | 36 man 

6 SS ae are 36 | 36 || Saudi Arabia (Dharan)______- 12 | man 

OE 24 | 2 1 BBAPS........- mene’ 36 | 36 autl 

EAS oh 36 | 36 || Thailand____- pate eee A 13 

Eniwetok Atoll.............. 12| @) ae As 36 36 heal 

E) Salvador... ............ : 36 | 36 || Turkey____- aecaeel 24 | b. 

Eritrea (Asmara) _-.........-- 30 | 30 || U. 8S. Army, Europe_. | 36 any 

Formosa. .__-- Dre ta seca a sae! 18 24 || U.S. European Command. ez 36 | 

French Morocco..-.--._----- 18 30 || Venezuela IfESS - 36 j c. 

RE es 12 24 || Yugoslavia--_-- i 53S 24 pres 

Greece__... 30 30 | to bh 
Greece (isolated areas) _- 12 18 | Y 

| | whe 
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Far East Command Foreign Service Tours 


Tours for personnel assigned to Far East Command are based on time spent in 
the areas as indicated. Tours are in calendar months in the area after arrival. 











Korea Okinawa | Japan 
—\— sax \iasiean saa (aR ea nel 
All personnel. . _--- UP eee 2a 1 ee 3 ing 
Personnel accompanied or joined by dey yendents and male personnel | a. 
without dependents or 12 months after arrival of enanemmemens cha 
whichever is greater * 36 | 36 . 


Male personnel whose dependents do not join them. oiled = 24 | ‘ awé 
Female military personnel without dependents and those winose | seas 
dependents do not join them hea stat 

. « 
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CHANGE AFR 35-39A 
3-5, 7-8 


Artz Force REGULATION | DEPARTMENT OF THE AIR FORCE 


args . RP tee a gor 
No. 35-39A f WASHINGTON, 2 DECEMBER 1953 sn 


or I 
MILITARY PERSONNEL 

FOREIGN SERVICE 
AFR 35-39, 11 April 1952, is changed as follows: 
* > * * ok + * 


3. Definitions. For the purposes of this Regulation, the following definitions 
apply : 
a. Foreign Service—Service performed as a military member of the Armed 
Forces of the United States, outside the continental limits of the United States, 
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except service in a United States Territory or Possession when performed by a 
resident of such Territory or Possession. 


6 * + * 
4. Tours: 


* * * * Ea * - 


ec. Extensions. Commanders of major air commands are authorized to in- 
crease the tour by not more than 3 months in cases listed in (1) through (3) 
below. The consent of the person concerned is not necessary in invoking this 
stipulation. Extensions which are effected at the request of the person con- 
cerned are provided for in paragraph 5. Tours may be increased: 

(1) To permit an orderly and systematic rotation of personnel. 

(2) When the person is known to be under investigation by an Army agency 
or Air Force activity. 

(3) When a person is awaiting trial or the announcement of result of trial by 
courts-martial. 


* * 


5. Voluntary Extensions: 

a. Commanders of major air commands are authorized to take final action 
on individual requests for extensions, if such extensions do not exceed the pre- 
scribed tour by more than 12 months. Such extensions will be requested and 
may be approved only in 6-month increments or multiples thereof and only when 
manifestly in the best interests of the service. Exceptions may be made by com- 
manders of major air commands to the extent that an additional 3 months is 
authorized if departure of the person would jeopardize his or his dependents’ 
health or cause undue hardship. 

b. Commanders of oversea major air commands may terminate, at any time, 
any extension previously granted. 

ec. Extensions which, if granted, will result in an oversea tour in excess of the 
prescribed tour plus 12 months, except as stated in a above, will be forwarded 
to headquarters USAF for final action. Such requests will be considered only 
when approval is requested over the signature of the commander of the major 
air command or comparable commander concerned, and will contain full justi- 
fication for such action. 

d. No extensions will be granted by a commander of an oversea major air 
command once a person has been reported to the Department of the Air Force 
for reassignment. 

e. Delete. 


* * * * * +“ * 


7. Ineligibility Criteria Applicable to Officer and Enlisted Personnel. Person- 
nel in the categories listed below will not be sent to Air Force personnel process- 
ing groups or ports of aerial embarkation for assignment to foreign service. 

a. Returnees. No returnee, upon return from foreign service on a permanent 
change of station as a result of which a new foreign service selection date was 
awarded, will be assigned to a port of embarkation for further assignment over- 
seas until he has resided in the zone of interior, in either a military or civilian 
status, for the minimum period indicated below on the date he is scheduled to 
report to the port of embarkation : 

(1) Officers—12 months. 

(2) Airmen—18 months. 


* * * * * * x 


8. Ineligibility Criteria Applicable Only to Officers. Personnel in the cate- 
gories listed below will not be sent to Air Force personnel processing groups 
or ports of aerial embarkation for assignment to foreign service. 


* * * x * * « 


b. Remaining Service: (1) Officers who have less than 18 months’ service 
remaining, as of departure date from home station for the port of embarkation, 
except ROTC graduates serving on initial tour of active duty who are reas- 
signed by Headquarters USAF on completion of technical or flying schools. 
Waivers to this provision may be requested only when its application will seri- 
ously affect the operational efficiency of a unit which is scheduled for oversea 
deployment. 

7 
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c. Air Force ROTC Graduates. Air Force ROTC graduates serving on initial 
tour of active duty who are assigned to the permanent party of a zone of in- 
terior station will not be considered eligible for foreign service unless they 
execute a voluntary indefinite service statement or acquire a new date of sepa- 
ration through participation in training resulting in such change. 

9. Ineligibility Criteria Applicable Only to Enlisted Personnel. Personnel in OF 
the categories listed below will not be sent to Air Force personel processing 
groups or ports of aerial embarkation for assignment to foreign service. 


2 


. * x * * : 
e. Delete. 
* 7 *x * % * a 


10. Assignment Limitations to Germany and Austria. Although personnel 
covered in this paragraph are considered eligible for foreign service, assign- 
ment limitations as indicated are imposed: 

a. Officers or enlisted personnel who have married Germans subsequent 
to 8 May 1945 will not be assigned to the Occupied Zones of Germany or 
Austria unless the spouse has acquired American citizenship. The term 
“German” is defined, for this purpose, to include any person who has ac- 
quired German citizenship as a result of : 

* + o - * * * 


b. Personnel selected for assignment on USAFE projects will have the 
following phrase included in orders provided that the officer or airman 
selected is married to a German national who has not acquired Amer'con 
citizenship: “Restricted from assignment to Germany and Austria UP AFR 
35-39.” Personnel so identified will be assigned by the Commander-in-Cnief, 
United States Air Force in Europe, to units located outside restricted areas. 

11. Computation. Under this Regulation personnel will be selected ac- 
cording to “foreign service selection date.” Generally, the “foreign service 
selecton date” is the date the person arrived within the continental limits of 
the United States. Specifically, the date will be computed as follows: 


= * * oo : * * 
ec. The provisions of b above which require that permanent change of station 1. 
be 6 months in duration before a new “foreign service selection date’ may be — 


established, do not apply to combat crew personnel. <A person returned from sede 


overseas after having participated in a combat operation as a crew member, 
will be awarded a new “foreign service selection date,” date of actual return, 
without regard to number of missions flown, length of tour, or whether such 
tour was served in a temporary duty or permanent change of station status. 

12. Adjustment. Foreign service selection dates covered in paragraph 11 will 

be adjusted as follows: 
% Be aa * ca * * 

ec. For temporary duty in excess of 180 consecutive days, the “foreign service 
selection date” is the date the person arrived within the continental limits of the 
United States. One period of temporary duty of not to exceed 7 days in the 
zone of interior will not serve to interrupt the 180 consecutive days of tem- 
porary duty. 

* ok + * * ca * 

e. For a person who participated in two consecutive oversea atomic tests 
within a period of 24 months where the total time overseas for each test was 
less than 180 days but combined total time for both tests over 180 days, without 
regard to whether such tour or tours were served in permanent change of sta- 
tion or temporary duty status, the “foreign service selection date” is the date 
the person arrived within the continental limits of the United States from the 
second test. 

. * * B * * 


15. Rotation and Reassignment to the Zone of Interior. Normally, all Air 
Force personnel will serve the prescribed tour for the oversea area of assign- 
ment. Commanders of major air commands overseas are authorized to curtail 
foreign service tours of military personnel for periods of not more than 3 


and 
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months to permit an orderly and systematic rotation of personnel or where such 
action is in the best interest of the service, and are authorized to make final 
decision in each case shown in € and e below. 
* * se x x 
By ORDER OF THE SECRETARY OF THE AIR ForRCE: 
OFFICIAL : 
N. F. TWINING 
Chief of Staff, United States Air Force. 
K. E. THIEBAUD 
Colonel, USAF 
Air Adjutant General 
1 Attachment: 
Tours of Duty (Revised) 
DISTRIBUTION: 
D 


DEPARTMENT OF THE NAVY 
Bureau of Naval Personnel 
Washington 25, D.C. 
BUPERS 1300.15A 
Pers—B1115-WJC: vwk 
27 April 1954 
BUPERS INSTRUCTION 1300.15A 
From: Chief of Naval Personnel 
To: All Ships and Stations 
Subj: Length of tours of overseas service 
Ref: (a) BUPERSINST 1301.7 
(b) BUPERSINST 1306.20A4 
(c) BUPERSINST 1300.19 

1. Purpose.—To prescribe the length of tours of overseas service. 

2. Cancellation.—BUPERS Instruction 1300.15 is hereby canceled and super- 
seded. 

3. General Information— 

a. The provisions of this Instruction apply to naval personnel, except insular 
forces, performing overseas service at activities under naval administration. 
For those naval personnel who are serving with other departments or agencies, 
and who are subject to reassignment by those departments or agencies, the 
length of tour of overseas duty will be as prescribed by the department or agency 
concerned. 

b. Overseas service is defined as duty performed ashore at naval activities 
beyond the continental limits of the United States and on board nonrotated 
naval vessels in the European and Asiatic areas. 

ce. A normal tour of overseas service will be considered completed when an 
individual has spent the established period in the locality concerned, exclusive 
of transit time to and from the locality. Personnel transferred from one over- 
seas area to another will be credited with the time served in the first area. 

d. Personnel completing a tour of overseas duty will normally be reassigned 
in accordance with references (a), (b), or (¢c) as appropriate, unless they 
have been granted an extension or transfer to another overseas locality. A 
request for an extension may normally be granted for a maximum of 1 year, 
except as indicated below, at the discretion of the appropriate administrative 
command, provided that forwarding endorsements indicate that such extensions 
would be in the best interests of the service and that the individual is psycho- 
logically and physically adapted to such extensions. 

e. The established tours of overseas service are considered as a guide for the 
assignment of naval personnel to overseas duty stations. Variation from the 
prescribed tours may be necessary to meet special conditions. Tours of duty 
at all overseas activities are considered to be 24 months, except as indicated 
in paragraph 4. 


55066—55—No. 6——19 
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4. Length of Tours— 


Area Months 
Alaska, Aleutian Islands: 
Ree 12; 18 if dependents are on station. 
NS ES ES CS Tole 6 followed by rotation to more desirable sta- 
tion to complete 12 months in the area. 
Duteh Harbor *_............ 6 followed by rotation to more desirable sta- 
tion to complete 12 months in the area. 
Kodiak and Anchorage__.__ 12; 24 if dependents are on station. 
Pele Marre © on 6 followed by rotation to more desirable sta- 
tion to complete 12 months in the area. 
TS Sinccemnsivestucbiatines 6 followed by rotation to more desirable sta- 
tion to complete 12 months in the area. 
eee 18 ; 24 if dependents are on station. 

paniepetok Gite. 6. 

ES | 22. 

NS ae ere = 18; 24 if dependents are on station. 

Vormest (MAAG).....u.--..- 18; 24 if dependents are on station. 

| SRE See eee ee BORE Fenra 24 or 12 months after dependents are on sta- 
tion, whichever is greater. 

Ee eee Ree 9. 

Se anes 2 12; 24 if dependents are on station. 

Indochina (MAAG)-______-____ 12 ; 24 if dependents are on station or 12 months 
after arrival of dependents, whichever is 
greater. 

a eae ee 24 or 12 months after dependents are on station, 
whichever is greater. 

i tS 2 ee 12. 

a ee 12 followed by rotation to Japan to complete 
24 months in area. 

mores (atieené) ......._...... 18. 

SE eae 12; may be followed by rotation to Oahu to com- 
plete 24-month tour. 

Se AM A OES) 12. 

eee eee 12; 18 if dependents are on station or 12 months 
after arrival of dependents, whichever is 
greater. 

Marianas: 

eo StS | ee 12. 
Guam, Saipan, and Tinian_ 18. 
OS Bee eee 12; 18 if dependents are on station. 

Le ee ee 12 followed by rotation to Oahu to complete 


24-month tour. 
Morocco (Casablanca and Port 18; 24 months if dependents are on station. 
Lyautey ). 


Newfoundland: Argentia______ 18. 
Persian Gulf area__......_.__. a2. 
Poland (attaché) _...._.__.__.. 18. 
mom wen area. 12. 
ERO A oe 12. 
Saudi Arabia (Dharan)-____-_~ 12. 
Sie: ake. SPT SNe eee ee 18; 24 if dependents are on station. 
2), ee CN) 18, 


Nonrotated ships and _ staffs 15. 
afloat in Asiatic area. 

Nonrotated ships and _ staffs 18 or 24 if dependents are on station. 
afloat in European area. 


J. L. Hottoway, Jr., 
Chief of Naval Personnel. 





1If dependents are authorized to join personnel after rotation to more desirable station, 
tour completion date will be extended. 
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AFR 35-39A 


Tours of duty* 
[Replaces attachment to AFR 35-39, Apr. 11, 1952] 




















| Months 
| | Accompanied| Effectiv 
Normal tour | or joined by | ~ a" 
dependents 
AFRICA | 
ORI cree EES a ae ne eRe 12 24 | 
ee EE tinea ok eb bieaen cin ananiiobhaneee 18 30 | 
“Si EES See naa ee eae A AO LE 18 30 
0p EE et ran eon cadet sdnuabuknseseuieasancasanusews 36 | 36 | 
CEES A EL STS eae manne aia e 12 24 
f° 2 Sa ee eee = A OR Kaee 5 Ae | 18 | 30 | Dee. 10, 1952 
uk.  — =e ees ee Uns bua 18 | 36 | 
‘ei a ae Sapa sibadrath mins iininkea maid 12 24 
(9) Nouasseur- -.---- RE ET EE rae bat 18 | 30 
C8 SSS. or ee eens J 18 | 30 
(UE) eI dil tet etb kc cekaes aecmnacceoncademanse | 12 | 24 
I ic ce cl hl ras wr es an cleooasmcin Ge saseoat 36 | 36 
Chip Sue ee ee UO ecw ne 36 36 
ASIA AND ADJACENT AREAS | | 
EIR ee Ce ae ne ere eee eee ee . 24 | 24 | 
(15) Iran (except Tehran)...............--.-- ae Ss wee 12 24 
_; aes ‘ 18 | 24 
NG te Bass ee auwccsapaebeaeccadeeudeccesacncnccenewaced 12 | 24 
(17) Israel. -- cobtaame aaa jee ie Ane | 24 | 24 
‘og. | Sai eS ay See ENS Seen e rae 24 | 24 
(19) Saudi Arabia----......-.-- AES a aes eS 12 | 18 | Apr. 16,1953 
(20) Syria- Rance aoa aa eae : a —— 36 | 36 
(21) Turkey (except field training teams, Samsum, and Trab- | | 
I EE ok cic Canen cae awc eh ate! | 24 | 24 
Field training teams, Samsum, and Trabzon___--- 12 | (2) 
ND) Wie Oi RMIT Satie cea dnd sue dabandoncbslananxcuwessions 18 18 
AZORES 
oe SAR Ra $2" ee en 18 24 
| 
BRITISH ISLES | 
No | 36 | 36 | 
CANADA (see par. 3a) | } 
ne vl ca J RES Aaa ea ee ol 36 36 
ETE ET a ee } 12 | 24 | 
CARIBBEAN AREA | 
eg SG EY Set ae Ee Se ee | 36 36 
Dp SE er eerie er ae een ee ae 30 36 | 
Pe ee ee RHO NEE | 36 36 | 
i So ee ee | 36 36 
RES = Re sia aa eer Aoi 36 36 | 
(BF) IIe oe ne ec es SATE eer Ita 36 36 | 
a 36 36 | 
i i Se ROME EAR Ee aa 36 36 } 
TUR iq RRS eee ara 36 36 
OE) 36 36 | 
' 
EUROPE 
(37) Austria...... Sirti die a rest Eo glia sa Igeiasaa acres solic iw act ta sien tba tend 36 | 36 
up BSS oe ere eae nape 36 36 
I es 24 24 | 
|... aaa REAP SE ALTOS amed : 36 36 
OR aed 36 36 
(42) France__-__- PA OOS, Ee ASD EE Ae. 36 | 36 
(43) Germany... ____-_- ra ERE RS SES s caisticns cialeln ate ur a crisacmate 36 | 36 | 
CRE) See ne BO MAG). 8g. ng ic ccccccccccccncens 36 36 
Eis deicenticcenaninkice SASS AEN ALOE 30 | 30 | 
t. | <= oS. er ere ia eens 24 24 
(46) Ireland. __._....... EL AS 0 RE SEL EPs SO OLR ON 36 36 | 
eo aa as en rer ne 36 36 
EE LEED LE ESE EEL 36 | 36 
ai >=: jee iCgeei Ly Ree 36 | 36 
cee nT RE — LETS as 24 | 24 


'In those instances where this revised attachment indicates a tour was lengthened, the longer tour 
applies to personnel departing zone of interior ports of embarkation on or after the date indicated. 
* Not applicable. 
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Tours of duty—Continued 


{Replaces attachment to AFR 35-39, Apr. 11, 1952] 





Months 


Accompanied 


Normal tour | or joined by | Effective 





dependents date 
EUROPE—continued Mar’ 
(51) Portugal. ........ paanged 36 36 | — 
(62) Spain : saecaadas alee ee ‘ 36 36 | Num 
(53) Sweden aubiss ulaietatialaa 36 | 36 | 
(54) Switzerland-- : J ‘ ss adilliaceaca 3 : 36 36 | 
(55) Yugoslavia__-_-- : nhninhwateeeeecieen kugapeeed | 24 24 
FAR EAST | 
(56) Australia - 36 36 | 
57) Burma 24 | 24 | 
(58) Formosa (except attaché personnel) - 18 (?) 
Attaché personnel 24 (?) 
59) Guam 18 24 for ¢ 
60) Hong Kong } 24 24 ; . 
(61) India 24 | 24 | stati 
§2) Indochina 12 24 | 3. 
(63) Indonesia 24 | 24 : 
(64) Iwo Jima 12 | 12 sonn 
65) Japanese Islands_ 21 36 | Nov. 1,1953 
(66 Korea - ! 12 12 } 
(67) Ryukyu Islands - 18 30 | Nov. 1, 1953 
(68) Philippine Islands_- . 18 24 
(99) Singapore 26 36 
(70) Thailand (except Bangkok) 12 24 | 
Bangkok 18 24 
| 
MID-PACIFIC AREA } 
(71) Hawaii , oe 36 36 | 
72) Johnston Island 12 18 | Nov. 1, 1953 
73) Kwajalein and Eniwetok Atoll 12 18 | Nov. 1,1953 
74) Isolated islands not named_--- 12 12 | 
| 
NORTH ATLANTIC AREA 
75) Greenland, Labrador, and adjacent areas (except isolated | Forme 
detachments 18 24 | Frencl 
(76) Iceland 12 24 Guam 
(77) Newfoundland 7 24 36 K waja 
78) Isolated detachments and all stations above the Arctic Midw 
Circle. es eee 12 24 | Newfa 
Philip 
NORTH PACIFIC AREA Thaila 
79) Alaska (except aircraft control and warning (A. C. & W.) : | “ 
sites) ___- a : oedbee O 2: 24 | 1 oe 
A.C. & W. sites. RE SAREE OES 12-18 as prescribed by | f ae 


Commander, Alaskan 


= 26m 
Air Command 


To 











80) Aleutian Peninsula and the Aleutian Chain, west of the | ‘Du 
162d Meridian, aid Whittier F: 12 | 24 F 

a — 15 | 24 | Nov. 1, 1953 4 

| . 

SOUTH AMERICA se a exce] 

(81) Argentina : — 36 36 | arat 

(82) Bolivia alates 24 | 24 | ara ¢ 

(83) Brazil ‘ sim ake ee 36 | 36 oh: 

(84) Chile___- eae : : 36 | 36 eral 

(85) Colombia--. jadiinannane: é , 36 36 yt ns 

A EEE een 24 24 | for e€ 
Sa” eee ORE ; 30 30 
(88) Peru A. eee ined ae n 36 36 
Be CE neownscenecasiatqusececunenseesucsaues peapeccosel 36 36 
BD WEI oon wemmncednsecosceccceenqrecassess (saree 36 36 

OTHER 
| 

91) U. N. military observers without regard to area of assign- direc 

ment-....-.-------.------------------------------------ 12 ¢-) enlis 

—_— servi 

2 Not applicable. unde 


tion 
6. 

eral, 

requ 
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DEPARTMENT OF THE NAVY 
HEADQUARTERS UNITED STATES MARINE CORPS 
Washington 25, D. C. 


In reply refer to 
AO1-kb 
17 Nov 1954 


Marine Corps Memorandum | 


Number . . . 101-54 | Tours of duty for foreign service 
Ref: (a) Marine Corps Memorandum No. 28-54 

(b) CMC ltr AO1-sls of 29 Mar 1954 to CG DofP 

(c) Paragraph 7054, 7105, and 7157, Marine Corps Manual 

1. References (a) and (b) are hereby cancelled. 

2. Reference (c) sets forth the normal tour of duty for sea and foreign service 
for all personnel, which is 24 months, including travel time to and from foreign 
station. 

3. Effective immediately, the following tours of duty are established for all per- 
sonnel (except where noted) at the below named stations: 


rour length in months 


With de- 
pendents on 
Station 


| Without de- 
pendents 


Alaska: 
Adak 
Kodiak 
Cuba, Guantanamo Bay: 
Enlisted ---_----- 
Officers 
Formosa (MAAG) 
French Morocco 
Guam. 
Kwajalein_ 
Midway 
Newfoundlan¢ 
Philippine Islands__- = SERS epee 1] 
Thailand (JUSMAG). en eS SG iL ee : ‘ 


| Followed by rotation to Security Forces, Japan, or Hawaiian Islands, to complete 24 months’ 
foreign duty. 
?6 months minimum after arrival of dependents on station. 
Tour of duty controlled by Commanding General, F eet Marine Force, Pacific. 
4 Duty on station, Excludes travel time to and from Thailand. 


4. Reference (c) applies to all overseas stations and activities not listed above, 
except for Fleet Marine Force units which have tours of duty prescribed by sep- 
arate directives based on established rotational policies. 

>. Commanding General, Fleet Marine Force, Pacific, and Commanding Gen- 
eral, Department of the Pacific, are authorized to grant approval of requests 
for extensions for enlisted personnel at appropriate stations listed in paragraph 
3, provided such approval will not result in a tour of foreign duty in excess 
of 24 months. At the discretion of the Commanding General, Fleet Marine Force, 
Pacific, and the Commanding General, Department of the Pacific, authority is 
granted to authorize a 24-month tour of duty on station for personnel in the 
grade of sergeant or below who are assigned to duty in Security Force units 
directly from a Fleet Marine Force activity located in the Far East, provided the 
enlisted person so requests in writing and provided sufficiently obligated active 
service remains. Requests for extensions of tours of duty at the stations not 
under the cognizance of the aforementioned commands will receive considera- 
tion by this Headquarters. 

6. Commanding General, Fleet Marine Force, Pacific, and Commanding Gen- 
eral, Department of the Pacific, are authorized to transfer enlisted personnel 
requesting transfer from Security Forces to Fleet Marine Force units in the Far 
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East, providing individuals requesting such transfer have completed a minimum 
of six months on station and have a minimum of 12 months obligated active 
service remaining at time of transfer. 

7. In the case of officers assigned to the Hawaiian Islands directly from a 
Fleet Marine Force activity located in the Far East, the tour of duty will 
normally be 24 months on station, regardless of the length of tour completed 
in the Far East prior to arrival on station. 

By Command of GENERAL LEMUEL C. SHEPHERD, Jr., 

R. McC. PATE, 
Lieutenant General, U. S. Marine Corps, 
Chief of Staff. 

Distribution: “A” 
Official : 

R. K. ADAMS, 

Captain, U. S. Marine Corps 

Publications Officer 

Mr. Witson. Isn’t it true that one of the major causes for these fre- 
quent changes is the low reenlistment rate, lack of career incentives? 
You have so many dislocations within the service that you are just 
constantly trying to shift back and forth to try to fill up the slots? 

Captain Martineau. No question about it, to my mind that is the 
greatest single cause. 

Mr. Wiutson. So what we are doing here, we are going to auto- 
matically reduce the number of transfers that the men are going to 
have? 

Captain Martineau. That is exactly right, sir. 

Mr. Buanprorp. Mr. Chairman, I would like to put in the record 
at this time some statistics on changes of station in 1954, fiscal 1954. 

In the Army 61 percent of the officers underwent a permanent 
change of station, and that does not include from home to first duty 
station or from last duty station to home. Seventy-one percent of 
the enlisted personnel underwent a change of station. 

In the Navy 70 percent of the officers underwent a change of station, 
excluding home to first duty station and last duty station to home, 
and 40 percent of the enlisted personnel. 

In the Air Force 45 percent of the officers underwent a permanent 
change of station and 45 percent of the enlisted personnel. This does 
not include changes from home to first duty station, changes from last 
duty station to home, and changes in the training pipeline, which are 
substantial. 

In the Marine Corps 75 percent of the officers underwent a change of 
station and 78 percent of the enlisted personnel underwent a change 
of station, excluding from home to first duty and last duty to home. 

Captain, would you state for the record what length of time is 
required in being assigned to a school in order to qualify for a 
permanent change of station? 

Captain Martineau. In the Army there is a regulation that requires 
that an officer complete not less than five-sixths of the normal period 
of his duty before he can be moved to a school. 

Colonel BrrincKMANN. That is correct. 

Mr. Buanprorp. Give me an example of that, please? 

Captain Martineau. Well, an Army officer on duty in Washing- 
ton, for, let us say, a normal 3-year tour of duty in the Department 
of Defense. Under that restriction they could not lift that officer 
out at the end of a year and send him to the staff school at Fort 
Leavenworth. 
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Mr. Bianprorp. How long does that school have to continue? 

How long does that school have to continue before he qualifies ? 
I think it is 20 weeks, but what is the period of time? 

Captain Martrveav. You are thinking now of a change of station. 
The regulations in all of the services require that it is not regarded as 
a permanent change of station unless the school is of at least 20 weeks 
in duration. We do have many schools in the services, varying tenn 
2 weeks up to a matter of vears. 

Mr. Bianprorp. That is one of the points I wanted to mention, in 
connection with a limitation on permanent change of station. 

In the Air Force, I recall very vividly that in 1 fiscal year they 
had something like 131 percent of their officers unde rgoing a change 
of station in 1 fiscal year. That means an average of 1.3 moves per 
officer per year, 

Now, a great percentage of that, I am confident, is in the training 
pipeline, in other words, the amount of time it takes to send a man 
through all of the training courses in order to qualify as a pilot. 

He goes to one place for primary training, and someplace else for 
advanced training, someplace else for navigation and gunnery, and 
may be on someplace else for advance courses in aerial combat or 
whatever he may do. 

I don’t know. But I would daresay that the average pilot after 
being commissioned probably undergoes what, 7 or 8 permanent 
changes of station within a period of 2 2 years before he is a qualified 
pilot ? 

Colonel Wetts. That is possible. I would say normally he would 
probably undergo three. 

Mr. BLANDFoRD. In other words, before he is ready to join a combat 
squadron he is going to go through first his training period of 18 
months. 

Colonel Wetts. Yes, sir. 

Mr. Bianprorp. And in that period of time there will be three 
permanent changes of station / 

Colonel Wetts. Yes. 

Mr. Bianprorp. If he happens to be married and his commission 
is as a second lieutenant, on each occasion they have to move his house- 
hold effects and his wife to his permanent station ? 

Colonel Wetts. Yes. 

Mr. Bianprorp. This would give him a dislocation allowance for 
each change of station, but any limitation that was imposed such 
as one move in a fiscal year, unless approved by the Secretary con- 
oe would require action by the Secretary to justify a payment 
of dislocation allowance to that individual in’ excess of one per fiscal 
year. 

Colonel Wetts. Yes, sir. 

Mr. Bianprorp. How much of an administrative problem are we 
creating when we do that? We are talking about thousands and 
thousands of people now, because the cost of transportation in the 
armed services I believe is in excess of $400 million a year, if I am not 
mistaken. 

This is a large one—when you figure in the Navy, for example, 70 
percent of its officers—and you have 75,000 officers now—when 70 per- 
cent of your officers change, have a permanent change of station, that 
is not change of station, because there are many temporary changes 
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of station, that is 49,000 officers each year undergoing a permanent 
change of station, and how many of those would undergo 2 or 3, I 
don’t know. 

I don’t know if anybody has the figures on that. 

Colonel Wexts. Mr. Blandford, in that connection, I have a break- 
down here of the PCS moves since 1950 in the Air Force, by per- 
centage. Since that time, since July 1, 1950, 25 percent of our total 
moves were procurement moves, 15 percent were training moves, and 
25 percent were for overseas rotation, which would leave about 10 
percent for intra-command transfer, compassionate reassignments and 
others. 

Mr. BLanprorp. Twenty-five percent of your moves are for training 
purposes. 

Colonel Wetts. Yes, sir. 

Captain Martineau. The figures that you quoted a moment ago, 
Mr. Blandford, you, I believe, applied to some 70 percent of the naval 
officers. That was a correct figure of the number of naval officers who 
underwent a permanent change of station. 

But that does not mean that that many people would be entitled to 
this allowance, because all of those officers in the first place did not 
have dependents. 

Mr. Buanprorp. That would be true; yes. 

Captain Martineau. That would reduce that 70-percent figure in 
the Navy. Only 49 percent of those officers would be entitled to this 
dislocation allowance because they have dependents. 

Mr. Bianprorp. I thought 80 percent of your officers were married ? 

Captain Martingav. Seventy percent of our officers are married. 

Mr. Bianprorp. Of course, a dependent can include a mother or 
father who resides—well, doesn’t even “<i to reside, but in order 
to qualify for this allowance, the mother, if she were a dependent, 
would actually have to make a move in connection with this disloca- 
tion allowance. 

Captain Martineau. That is correct, and oftentimes, they don’t 
make a move. 

Mr. Witson. What is considered a permanent change of station, as 
far as length of time / 

Mr. Bianprorp. Schools, 20 weeks or more in duration, but any- 
thing else, any other change of station is when he is order to report 
toa new station for permanent duty. 

Mr. Witson. What if his family doesn’t move, is he entitled to any 
benefits such as mileage or anything else? 

Captain Martineau. He would not receive the money. 

Mr. Bianprorp. There have been some investigations made on that. 
There have been a few instances of people not actually moving. 

Captain Marrixgavu. Many people today are going back and forth 
to sea duty, but their families do not move. 

Mr. Bares. They may not move the first time, but if they move the 
second time, under the question which he poses, wouldn’t they then 
get it? 

Captain Martineav. it would have to be a new set of orders. 

Mr. Barres. Yes; with a new set of orders. 

Mr. Branprorp. They would ship the dependents to the home— 
10, the home port would be the controlling factor there, would it not? 
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Captain Marrieav. For instance, a great portion of our sea duty 
on the east coast is performed out of Norfolk. Many of our ships 
and aircraft are based out of there. A large number of officers main- 
tain a home in Washington, go to sea duty out of Norfolk, their fam- 
ilies do not move, they continue maintaining their household in this 
area and the officers commute up here when they can. 

Mr. Barres. Then these regulations are not written out anyway / 

Capitain Martineau. Sir? 

Mr. Bares. ‘These regulations have not as yet been written out? 

Captain Marrineavu. No. 

Mr. Brianprorp. The way this section is written, the dependent 
would actually have to move, there would have to actually be a move 
by the dependents. That would mean if an oflicer were sent from 
Washington to Germany, if I understand correctly, and the home 
of record is Topeka, Kans., that you could then ship the household 
effects to Topeka, Kans., while the officer proceeds on to Europe. That 
would be his permanent change of station. Now, what happens to 
that officer if after he gets over there, they find that there are quar- 
ters, and he can obtain quarters. Do I understand that the officer 
then pays for the transportation of those household effects from To- 
peka, Kans., to the Port of debarkation ? 

Colonel BrinckmMann. If, in a situation where an officer has been 
ordered to Germany, and he does not get concurrent travel, or his 
dependents cannot accompany the member within 20 weeks—— 

Mr. Bianprorp. Which is the normal situation / 

Colonel BrrincKkMaNnn. Well, we are getting over that in the Army. 
That is beyond the point. 

If he cannot join the sponsor within 20 weeks, that dependent may 
elect a location in the United States, and would be entitled to reim- 
bursement to that location. 

Then at the end of 20 weeks, the dependent is authorized to join 
the principal because housing is now available in Germany, again 
the reimbursement would be paid from that location to the port of 
embarkation. 

Now, if they are going to join within 20 weeks, there will be no re- 
imbursement payable at all for the household effects. 

Mr. Branprorp. They would be stored, however / 

Colonel BrincKkMANN. They would be stored, you have that right. 

Mr. Gavin. While we are on this subject, Mr. Chairman, in 1952, 
on Okinawa, we talked to a great many servicemen, talking about the 
morale of the troops. 

They had a situation there where the Department of the Army 
compelled an enlisted man to serve 24 months while the Navy and 
the Air Force gave them an 18-month tour of duty, and that was 
certainly disturbing the morale of the troops in the Far East, and I 
wonder if that situation—that was in 1952—has been corrected, or 
not, or does that same rule still exist ? 

Can the Army answer that / 

I can’t see any reason why you would compel a boy to stay on the 
island for 24 months while the Air Force and the Navy require only 
18 months. 

Captain Martineav. I have the Army circular on that, Mr. Gavin. 
With respect to Okinawa: personnel accompanied or joined by de- 
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pendents and male personnel without dependents or 12 months after 
arrival of the dependents whichever is greater, 36 months on Oki- 
nawa. ‘Those whose dependents do not join them 24 months on Oki- 
nawa. 

Mr. Gavin. What is the Air Force? 

Colonel Wetts. I am not able to say at this moment, sir. I can 
furnish that for you. 

Captain Martinrav. I think I can answer that. 

I believe I have that here for the Air Force, also. 

Mr. Kitpay. If you can supply them for the record, please? 

Mr. Gavin. He may have them, Mr. Chairman. 

Captain Martrneav. For the Air Force, it is 24 months if they are 
accompanied or joined by their dependents. And a normal tour of 
18 months. 

Mr. Gavin. From the differential? Can the Air Force tell me, or 
the Army tell me? 

(No response. ) 

Mr. Gavin. Well, I wish you would get into it. 

I have been talking about this now for several years and I don’t 
think we should discriminate and compel a man in the Army to stay 
24 months while the Air Force stays 18 months. I can’t understand 
why the differential. Maybe you can come up with the answer and 
I hope you can, because I intend to pursue it so that the services are 
equal and fair and equitable to all concerned. 

Why should an enlisted man in the Army have to stay there 24 
months, and in the Air Force they stay 18 months? 

Mr. Kinpay. Captain, can you give us the cost of this proposed 
dislocation allowance? 

Captain Martineau. $41 million. 

Mr. Kitpay. Per year? 

Captain Marttneav. Yes, sir. 

Mr. Kitpay. Anything further on the dislocation allowance? 

Mr. Gavin. Nothing except, Mr. Chairman, I would like to have the 
Army give us an explanation of the differential there, and the Air 
Force, too. 

Mr. Kitpay. The Colonel says he is not able to do it. 

Mr. Gavin. They are coming back. 

Let us have it tomorrow. 

Colonel BrinckMANN. I will attempt to get an answer to why there 
is a difference. 

Mr. Gavin. I want to comment on the short tour of duty on Attu 
for 12 months, it may be a short tour of duty, but it is a long time 
on Attu. 

Captain Marttneav. It is 6 months. 

Mr. Gavin. It has been reduced? It was 12 months. 

Captain Martingav. Yes, sir. 

Mr. Kiipay. You see they accomplished something. 

Mr. Bares. Captain, is there any need for us to strengthen the 
Sailors-Soldiers Relief Act in reference to leases, for houses, apart- 
ments, and so forth? 

Captain Martineau. Before answering that, Mr. Bates, I would like 
to consult the welfare people and see what difficulties, if any, they 
are having. 
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Mr. Kipay. Of course, this committee no longer has jurisdiction 
over that law. It was transferred to the Veterans’ Committee. 

Mr. Bares. That is one of the reasons, Mr. Chairman, that the 
Captain offered for proposing this particular section, because they 
actually lost money on a lease on many occasions. 

Mr. Buanprorp. Even if they strengthened the act, so they could 
stop this racket whereby they require the paying of the 12th month 
of rent in advance, you still have the situation where a man moves 
on the 5th of September and he has already paid for the whole month 
of September, even the Soldiers’ and Sailors’ Relief Act couldn’t 
afford any relief in that case. 

They couldn’t prevent that, because that wouldn’t be fair to the 
landlord, unless the landlord could immediately rent it. 


Mr. Bares. They were losing on the average of 6 weeks, the ones 
that I knew. 

Half a month, plus that special deposit. 

Mr. Bianprorp. Which sometimes is a damage deposit and has noth- 
ing to do with rent, so they say in the lease. 

Mr. Bates. They keep the money ? 

Mr. Buanprorp. That is right. 

Captain Martineau. Mr. Chairman, I would like to furnish for the 
record also a circular from the Department of the Army, entitled 
“Permanent Changes of Station.” I think that would be helpful for 
the record. 

(The matter referred to is as follows :) 


Subject : Permanent Changes of Station 


1. There are numerous factors affecting the permanent changes of station of 
Army personnel. In general these are: 

a. Worldwide deployment which creates an imbalance in available distribu- 
tion as between the Continental United States and overseas theatres. 

b. Variations in lengths of oversea tours, which vary from 16 months in Korea 
to 36 months in more desirable locations. These tours are prescribed by AR 
660-175. Differences in those tours are prompted primarily by morale reasons, 
Tours are constantly being reviewed and revised. 

ce. Receiving, schooling, assigning and relieving all officer graduates of ROTC. 
Under provisions of the Military Training and Service Act these officers have 
been required to serve on active duty for two years. This requirement was not 
based upon active Army needs and created a churning action, as about 19,000 
such officers entered and left the Service annually. ° 

d. The induction, receiving, training and assignment of inductees. These 
individuals may move three to four times in the course of their first year of 
service. 

1. From induction station to reception center. 

2. From reception center to Training Center for basic training. 

8. From basic training to schools (part). 

4. From advanced individual training or schools to units. 
Up to this point the inductee and regular Army enlistee move the same number 
of times. Since, for example, a total of 240,000 inductees and new enlistments 
are programmed for fiscal year 1956, this greatly distorts the Army PCS picture 
as it pertains to the career soldier. It should also be noted that movements of 
dependents and household goods are not involved in these moves. 

e. Requirements, particularly for officers, outside the Department of the 
Army itself, also have an effect. This requirement is constant, and involves 
approximately 6,100 officers at all times. 

f. Inbalances by grades within branches, which cause certain individuals to 
move more frequently than others to meet specific requirements for certain 
grades and skills. 

g. Stabilization. There are various categories of activities in which individ- 
uals are stabilized ; in the case of officers, this is usually for three years. There 
are now approximately 12,000 officers in stabilized assignments. There are 40,000 
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enlisted personnel in stabilized assignments. This means that requirements, par- 
cicularly for overseas theatres, force personnel not so protected to move more 
frequently. 

h. Changes in authorized ceilings and in commitments produced over 40 
changes to the Army’s personnel program between 1950 and the close of fiscal 
year 1954. As a result it is impossible to conduct personnel planning on a long 
range stable basis with any assurance that we can adhere to any program that 
we may devise. 

i. Considerations of career development, utilization, and necessary schooling. 

j. Detailed breakout of these and other reasons for PCS is at Tab A. 

2. A Personnel Survey of the Army, by type of personnel and component, based 
upon a 5% sampling expanded to Army command strength to show total PCS in 
these categories is at Tab B. This covers a 12 months’ period ending 30 June 1954. 

». This survey indicates the following equivalents: 

a. One move each 11 months on an overall basis. 
b. One move each 14-15 months for the total of all male commissioned officers. 
ce. One move each 15-16 months for Regular Army male commissioned officers. 

d. One move each 14-15 months for all other male commissioned officers. 

e, One move each 18 months for the total of all male warrant officers. 

f. One move each 15-16 months for Regular Army male warrant officers. 

g. One move each 18 wonths for other than Regular Army male warrant 
officers. 

h. One move each 11-14 months for the total enlisted men in the grades of 
M/Set. SFC, Sgt and Corporal with more than 7 years’ service. 

i. One move each 9 to 10 months for the total enlisted men in the grades of 
Corporal (less than 7 years service), PFC, Pvt Gr. 2 and Pvt Gr. 1. 

j. One move each 13 to 14 months for Regular Army enlisted men in the 
grades of M/Sgt, SFC, Sgt and Corporal with more than 7 years service. 

k. One move each 9 to 10 months for Regular Army enlisted man in the grades 
of Corporal (less than 7 years service), PFC, Pvt Gr. 2, and Pvt Gr. 1. 

4. This survey indicates that of the total male commissioned officers on duty 
as of 30 June 1954, an estimated 39% did not move during the fiscal year ending 
on that date, and that an additional 45% moved only once. (Attention is in- 
vited to the fact that in the total of officers on duty as of that date are some 20,000 
who came on duty during the fiscal year and did not have a full year of service). 
Again, with reference to the survey it will be noted that among Regular officers 
45% did not move, and that 86% either did not move or moved only once 
48% of total male warrant officers did not move, and 41% moved once. Of the 
total enlisted men of the top three grades, and Corporals with more than seven 
years service, 43% did not move and 79% either did not move at all, or moved 
once. 

5. Obviously, those individuals who change station two or more times in the 
course of a year contribute heavily to total Army PCS. Actions have been taken 
to reduce the number of these cases, but the constant flow in and out of the 
Army of inductees and two year obligated service officers will continue to distort 
the picture. 

6. The Army’s male enlisted strength is now composed of 54% selective service 
personnel, 44% Regular Army, 1% National Guard, and 1% Reserve. Selective 
service personnel and newly enlisted men move most frequently. Longer service 
personnel, as previously indicated, average about 14 months between moves. 

7. Of the Army’s total male commissioned officer strength on 30 July 1954, 
24% is Regular Army and 76% is other than Regular Army. We have been 
receiving, and losing, approximately 19,000 other than RA officers annually on 
two year tours of duty. Until the spring of 1954 these officers frequently had 
two PCS’ in their first year of service. They went to a branch service school 
on TDY and then to a unit, thereafter possibly going overseas. Now they go to 
the branch service school on TDY enroute to a unit in the ZI or overseas. If 
these officers were considered to average 144 moves per year, and their total 
were deducted from the total male commissioned officer strength, tours for all 
remaining officers would average better than 1% years between changes of station. 
Actually, obligated service officers of Armor, Artillery and Infantry frequently 
moved more often than this during the period of the Korean War, and in fact 
until recently, since the impact of Korea has had a continuing effect upon De- 
partment of the Army assignment agencies which is only now disappearing We 
believe, therefore, that if we exclude category II personnel (short term active 
duty officers), our average tours for officers between PCS’ are now between 18 
and 22 months. 
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8. It should perhaps be noted that the Army is now assuring enlisted personnel 
18 months in the United States between oversea tours. Officers are assured at 
least 1 year, and dependent upon oversea requirements, which vary widely by 
branch and grade, officers can now expect a minimum of 14 months 


to the ex- 
treme of 8 or more years for colonels, AGC, 


These people are not moved 
arbitrarily, but principally to meet oversea requirements, to attend schools, and, 
with particular application to officers, in the interest of career development. 

9. In any case, effort is being made to afford greater stability. 
actions are noted in this connection: 

a. Enlisted men with over 20 years service are not vulnerable for oversea 
service unless they volunteer. 

b. Requirement of completion of 5/6 of an oversea or stabilized tour by an 
officer before he can be transferred to attend a school. 

ce. 3 year utilization tours following civilian and some military schooling. 

d. Stabilization of assignment in various activities for periods of 2 and 
years. 

e. Institution of practice whereby newly commissioned officers on completion 
of branch schooling go directly to a unit in the ZI or overseas, eliminating old 
practice of unit assignment in the ZI with possible later assignment overseas. 

f. The unit rotation plan. 

10. In summary, the Army’s administration is decentralized, with periodic 
inspections being conducted to insure effectiveness and efficiency. Administra- 
tion is difficult when hot and cold wars flare up and die down again. World 
tensions dictate that the Army must be maintained in a high degree of readiness, 
which increases travel and PCS requirements. These are factors which lie 
outside the jurisdiction of the Army itself and to which it must accommodate its 
personnel actions. 
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TOTAL ENLISTED MEN—GROUP A* 


{Master sergeant, sergeant Ist class, and corporal with 7 or more years’ service] 
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DETAILED BREAKDOWN OF REASONS FOR PERMANENT CHANGE OF STATION 


(Primary Applicable to Officers, but also applicable to Enlisted Personnel) 


— 


. To Qverseas Assignment 
. Return from Overseas Assignment 
. To Attend School on PCS 
. Relief from Attending School on PCS 
. To Medical Holding Detachment 
. Relief from Medical Holding Detachment 
. Initial Assignment—Entry on Active Military Service 
. Filler or Cadre for Newly Activated Unit 
. Surplus due te Inactivation or Reorganization of Unit 
. PCS for Separation 
. Compassionate Assignment 
. Key Assignment 
3. Fill ZI Requisition 
. Unit PCS 
. Special or Professional Qualifications 
. Detail or Relief from Detail 
. Transfer of Basic Branch 
. Volunteer Airborne Assignment 
. P. L. 581, 81st Congress (Manchu Act) 
. Not POR Qualified 
. General Courts Martial 
. Not Suited for Position 
. Position Abolished 
24. Intern Medical Program 


Olde Co bo 


rhe Bon) 


.~ 
_ 


Estimted number PCS during previous 12 months as of June 30, 1954 
[Based upon “Personnel Survey of the Army” (5% sampling) expanded to Army command strength] 


TOTAL ALL PERSONNEL 





Percent of 
total 
personnel 


| | 

| Number of | 

Total moves personnel | 
| 

| 





417, 
597, 
230, 

94, 

33, 
5 or more 19, 
Approximate total known moves in 12-month period , 585, 
Total strength (or average of 1 move per 0.9 year, or 1 move each 11 months-_-} , 389, 





TOTAL MALE COMMISSIONED OFFICERS 





PES SERA LOE EERE, SE EES SR 
Approximate total known moves in 12-month period 
Total male commissioned officers (or average of 1 move per male commis- | 

sioned officer each 1.2 years (14 to 15 months)) 





REGULAR ARMY MALE COMMISSIONED OFFICERS 





11, 

10, 

3, 

1, 

Approximate total known moves in 12-month period 20, 
Total RA male commissioned officers or 1 move per 1.3 years (15 to 16 months) - 25, 
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PCS Moves IN THE AKMY 


la. PCS moves in the Army are generated as the result of one of the following 
actions: 
(1) Entry on active duty. 
2) Release from active duty. 
(3) Movement to and from overseas, 
(4) S_hools of 20 weeks or more duration. 
(5) Needs of the military service. 

To a great extent, PCS moves resulting from the above listed actions are 
governed by rigid requirements connected with the day to day operation of the 
Army and are not subject to substantial reduction. In turn, these requirements 
are dictated to a considerable degree by the international situation and the 
missions assigned to the Army. 

b. The basic policy of the DA is to reduce the number of moves to an absolute 
Ininimum consistent with the fulfillment of the Army’s mission. Reducing the 
number of these moves is accomplished by increasing the period of time that 
individuals can remain at one location. This is referred to as stabilization of 
personnel. The following actions te increase the extent of stabilization of 
personnel have been taken: 

(1) Major commanders have been directed to give personal attention to the 
reduction of PCS transfers of all personnel within their assignment jurisdiction. 
Respective commanders are constantly reminded through the media of ARs, 
periodic meetings and other DA directives. 

(2) In September 1953 all RA enlisted personnel returning from an oversea 
assignment were assured 18 months service on CONUS, and in January 1954 
enlisted personnel in top 3 grades with 20 years or more service were indefinite 
assignment in CONUS. 

(3) Since January 1952, CONUS Armies are being required to secure DA 
clearance prior to ordering intra-Army PCS travel of officers. This has served 
to prevent much unnecessary travel. 

(4) In April 1954 a policy was established that officers must complete a mini- 
mum of five-sixths of current tour before becoming available for school assign- 
ment. 

(5) Effective 6 August 1954 a procedure was established by which enlisted 
personnel in the top 3 grades in oversea commands have their CONUS assign- 
ments determined prior to their departure from overseas. Thus they move 
directly from the port to their duty station. 

ce. The stabilization of personnel is under constant study and it is considered 
that, consistent with the Army’s oversea requirements, maximum stabilization 
has been effected. Any substantial increase in CONUS stabilization will ad- 
versely affect personnel support of oversea theaters. 

d. Newly commissioned ROTC lieutenants upon graduation from basic branch 
course are assigned to either a CONUS or oversea command for the duration of 
their obligated tour. 

e. Foreign Service Tours are subject to constant review to determine whether 
or not living standards and morale conditions present in an area will permit ex- 
tension of the present tour. 

2a. In accordance with paragraph 2b, memo your office to Colonel Brinckman, 
dated 19 January 1955, the following information is furnished : 

(1) Attached is a list of world-wide foreign service tours which apply to all 
Army personnel serving overseas, except those individuals serving in military 
attache positions. 

2) There are many complex and interrelated factors involved in the estab- 
lishment of oversea tours. Among these factors are the following: 

(a) Basic Policy With Respect to Foreign Service. 

1. The basic policy of the DA is to equalize oversea service in desirable and 
undesirable areas, consistent with the accomplishment of its assigned missions 
and the availability of the personnel resources necessary to those missions. In 
the interest of economy and maximum utilization of personnel, the Army attempts 
to secure the maximum possible length of service from individuals in oversea 
areas, consistent with the limitations imposed by local conditions and other 
operational requirements. 

(b) Personnel Ceilings. 

1. Oversea tours in desirable areas are generally established at the maximum 
length (with due consideration for the health, morale, and career development 
of the individuals concerned) in order to reduce the requirements for personnel 
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in pipeline status to support rotation. Any reduction in relatively long tours in 
areas having a heavy military population, for example, a reduction from 36 to 24 
months in Europe, would require additional personnel in pipeline status to sup- 





port the more frequent turnover. 
operational effectiveness of any unit. 


Too frequent turnover is detrimental to the 
It is necessary that a balance be sought 


between the opposing factors of individual morale, health and career development 
and the operational effectiveness of the unit. 


(c) Local Conditions. 


Such considerations as climate, availability of ade 


quate housing, health conditions, and availability of suitable food have great 


bearing on the length of oversea tours. 


Foreign Service Tours 


Without | With 
depend- | depend- 
ents 


Country or area 


Alaska. --- ; 2 24 
Alaskan Peninsula 3 : 24 
Aleutian chain west 

162d meridian... ’ 24 
Nome 
Whittier __ 

Austria. 

Azores 

Bolivia 

Brazil_. 

British Isles 

Canada (interchange group) 
Baffin Island 
Fort Churchill, 

toba 
Labrador 
Newfoundland (less iso- 
lated detachments) 
Isolated detachments and 
all stations above Arc- 
tie Circle. 

Chile 

Colombia 

( 

{ 


Mani- 


‘osta Rica_- 
‘uba 
Ecuador 
Egypt _- 
Eniwetok Atoll 
E] Salvador- 
Eritrea (Asmara) 
Formosa. 
French Morocco-. 
Goose Bay 
Greece a ™ 
Greece (isolated areas) 


Without 
depencs 
ents 


With 
depend- 
ents 


Country or area 


Greenland. 
Guadalcanal __ 
Gvam 
Guatemala. 
Hawaiian Islands 
Honduras. -- 
Iceland 
India (Kasmir) 
Indochina 
Tran 

Stationed 

heran_. 

Japan 
Korea__ 
Liberia 
Libya (Tripoli) 
Nicaragua 
Panama 
Palestine __- 
Paraguay 
Peru. _. 
Philippines 
Puerto Rico 
Ryukyus area 
Saudi Arabia (Dharan) 
SHAPE 
Thailand 
Trieste 
Turkey 

S. Army, Europe 

S. European Command 


outside Te- 


U. 
U. 
Venezuela_ 
Yugoslavia -- 





Far East Command foreign service tours 


Tours for personnel assigned to Far East Command are based on 


time spent in 


the areas as indicated. Tours are in calendar months in the area after arrival. 





Korea Okinawa Japan 





All personnel. - --- , 
Personnel accompanie 
without de ende ts 
whichever is greater 


Male personnel whose dependents do not join them. 


' 16 


or 12 months after arrival of dependents, | 


Female military personnel witnout dependents and those whose 


dependents do not join them 





Mr. Harpy. Just one question about this 


$41 million estimate: Is 


that based on past experience or projected improvement ‘ 
Captain Martineau. That is the estimated additional expense in 
the fiseal year 1956, Mr. Hardy, based upon the number of people we 
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have, their status, their expected marital dependent situation, and the 
anticipated amount of movement that will have to be accomplished. 

Mr. Harpy. You still didn’t answer my question, Captain. I merely 
wanted to know whether it is based on your experience of the past year 
or based on an estimate of improvement in reducing some of this un- 
necessary change. 

Captain Martineav. Sorry. It is based on an estimate of improve- 
ment and the rate at which we are improving, yes, sir. 

Mr. Harpy. What is that rate? 

Captain Martineau. I couldn’t give you an exact figure on it. 

Mr. Harpy. How do you know it is based on it, then ? 

Captain Martineau. Well, it is an improvement, we are improving. 

Mr. Harpy. If you are improving at a specific rate and you used 
that to calculate this estimate of $41 million, somebody must know 
what it is. 

Mr. Bianprorp. I can answer that question. 

Captain Martineau. They do. 

Of course, somebody knows what it is, sir. 

All of our planning into the next year can only be based upon our 
previous experience, and if there is a rate of change we apply that. 

Mr. Harpy. That is right. 

And based on your previous experience. But I asked you whether it 
was based on a projected improvement. 

Captain Martineau. And the answers is Yes. 

Mr. Harpy. Do you know what that anticipated rate of improve- 
ment 

Captain Martingav. I don’t know. 

Mr. Bianprorp. The reason I say I can give you an estimate on it, 
is that the Department of Defense, in Mr. McNeil’s shop, submitted the 
proposed cost in connection with this proposed bill, and they give an 
estimate of cost at $41,363,662 and obviously, therefore, they have 
before them in Mr. McNeil’s shop almost an exact estimate as to the 
number of changes in stations that will be affected in fiscal 1956 where 
people qualify for the benefits provided under this bill. And they 

Mr. Harpy. You mean that estimate is based on an actual estimated 
tabulation taking into account individual situations? 

Mr. BLanprorp. Yes, sir. 

Mr. Harpy. All right. 

Mr. Witson. I would like to make the observation that we have 
really got a vicious circle here, as far as these frequent transfers are 
concerned. The frequent transfers cause low morale, and the low 
morale causes reenlistment drop, and you have frequent transfers as a 
result of it. So it is one of our major problems, and because of the very 
nature of the military service being a mobile setup, I am very much in 
favor of this dislocation allowance. 

Perhaps we do need a limitation on it. 

Mr. Kiztpay. What is your next topic, Captain ? 

Captain Martineau. The next topic has to do with clause 13, and 
section 411 of the Career Compensation Act, physical disability 
retirement. 

Clause 13 of this bill 











Mr. Buianprorp. Can’t you summarize all three of these clauses, 
Captain ? 
Captain Martrngeav. Yes. 
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Mr. Buanprorp. That would be the best way. 

Mr. Kixpay. Let us try it that way, Captain; give us a summary of 
the three. 

Captain Martingav. The amendment to section 411 of the Carreer 
Compensation Act has to do with those persons now on the retired 
list who were retired for physical disability prior to the enactment of 
the Career Compensation Act in 1949. 

Now, when the Career Compensation Act was enacted one of its 
provisions, in addressing itself to this group of people who were on the 
retired list for physical disability, said in effect to those people, “You 
may continue to receive pay at the old rate as you have been, or you 
may elect to come in and quality under this new Career Compensation 
Act. And if you are able to qualify and if you are able to meet the 
much more rigid physical disability requirement, then you may be 
entitled to receive your pay based on these new rates.” 

Naturally those who couldn’t qualify under the Career Compensa- 
tion Act or for other reasons would still receive more money under 
the old law elected to remain and continue to receive their pay at the 
old rate. 

They had 5 years in which to elect a change. That 5-year period 
expired last year. 

Inasmuch as this bill does not propose any increase in the retired 
pay for persons who are being paid under laws other than the Career 
Compensation Act, this bill gives those people another chance to 
qualify under the Career Compensation Act. If they can qualify and 
if they so elect then they would have their pay based upon these new 
rates. 

Otherwise, they would remain at the present rate of pay. 

Mr. Kirpay. In the 1949 bill we had changed the retirement system, 
had we not? 

Captain Martineau. Yes, sir; very much so. 

Mr. Kizpay. And we granted a 5-year period in which a man could 
decide which would be the better for him, the old one or the new one? 

Captain Martineau. That is right. 

Mr. Kinpay. And this would propose that we give another election 
for a period of 2 years from the date of this act ? 

Captain Martrneav. In order to given these people an opportunity 
to get an increase in their pay. Otherwise, they are not going to get it? 

In 1952, you will recall that the Congress enacted a 4-percent increase 
across the board for active and retired persons. Unless they are going 
to qualify under this act they are not going to get it. 

Mr. Kirpay. Unless we put a provision similar to the one of 1952? 

Captain Martineau. That is right. 

Mr. Kinpay. The question is whether we should decide on a per- 
centage increase across the board for these people, or whether we 
should go through another election. 

My recollection in 1949 was that we didn’t have in mind that we 
were going to have continual elections in the future about which you 
were going to retire under. 

Captain Martineau. That is right. 

Mr. Kitpay. We felt it was only just, having changed the retire- 
ment system—rates, percentages, and so on—that we should give the 
people previously retired an opportunity to take either the new law 
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or the old law, whichever was most advantageous to him. And we 
did that. 

This proposal differs from what we did in 1952, when we decided not 
to give them a new election, but a percentage increase. This pro- 
posal would have to go through an entire administrative process of 
2 ye ws in which 2 man could decide where he would be the better off. 

Captain Martineau. That is what it would require. 

Mr. Kizpay. I think we understand it. 

Mr. Bennerr. As a practical matter it means that almost everybody 
that didn’t elect last time gets no benefits. So if you are going to 
give benefits to people who are retired, as a practical matter, we ought 
to give benefits to these people who didn’t elect that the last time. 

Mr. Kitpay. In 1952 we gave them a percentage increase, 4 per- 
cent, without going through a new election. 

Mr. Biuanprorp. May I ask this question for the record ? 

If the committee decided to insert a straight percentage increase 
for those who are being paid under laws other than the Career Com- 
pensation Act, would you then recommend that the reelection section 
be deleted from the bill? 

Captain Martineau. That would be my recommendation, yes. 

Mr. Buanprorp. Fine. 

In other words, if we give retired personnel who do not get paid 
under the Career Compensation Act a flat percentage merease, then 
it is your recommendation, and I assume that Colonel Brinckmann 
concurs ; Colonel Corbin, do you concur? 

Colonel Corsin. Not as you state it, Mr. Blandford. 

Mr. Buanprorp. Colonel Brinckmann, you concur and Captain 
Martineau, you concur that if we put in a percentage increase for 
those people who are being paid under laws other than the Career 
Compensation Act that you would then recommend that the sections 
dealing with the reelection under the Career Compensation Act be 
deleted from this bill? 

Colonel BrrincKMANnN. We are limiting it now just to the people 
who would have to make a reelection ¢ 

Mr. Bianprorp. In other words, remove all chance for anyone to 
reelect either under 411 or 511. In other words, the reelection period 
has expired. Instead of giving them a reelection, we give all retired 
people who are not paid under the Career Compensation Act, a flat 
percentage increase. 

Now, that would have to be qualified by one additional amendment, 
and that would have to be an amendment to take care of the officers 
and enlisted personnel who were retired for disability with less than 
} years’ service and less than 2 years’ service in the enlisted personnel 
under the career compensation Act. 

With that qualification, would you concur ? 

Colonel Corsin. Yes. 

Mr. Bianprorp. Captain Martineau ? 

Captain Martineau. Yes. 

Mr. Bianprorp. Colonel Brinckmann ? 

Colonel BrrnckMann. Yes. 

Mr. Bianprorp. How about the Department of Defense, Admiral ? 

Admiral GrenreLy. Yes. 

Mr. Kinpay. I think we can pay the increase with the reduced ad- 
ministrative cost. 
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Mr. Witson. Wouldn’t you run into some inequities in the classes 
of the scale where there is a small percentage increase? Or no per- 
centage increase? Their retirement pay is going to be based on the 
pay in these scales and certainly in these scales there is a very minor 
increase. , 

Mr. Kitpay. If we agree on a uniform percentage increase across 
the board they would all profit the same. I don’t think that should 
extend into the incentive brackets. 

Mr. Witson. Can’t it be divorced from the scale ? 

Mr. Buanprorp. You have raised a problem to this extent: That it 
is conceivable—remote but conceivable—that a flat 6-, 7-, or 8-percent 
increase to people drawing retirement pay under laws other than the 
Career Compensation Act would give a handful of people more 
money than a man with equal rank, equal length of service, who is 
being paid under the Career Compensation Act, in view of the fact 
that in a few instances the percentage increase would not be com- 
parable to the flat percent increase in retired pay that might be pro- 
posed by the subcommittee. 

But a great deal of that will be remedied if the subcommittee will 
also adopt an amendment to the effect that any officer retired for 
disability will be considered to have had over 3 years of service for 
pay purposes. 

So he immediately goes into the increment increase and the per- 
centage increase recommended for people with over three years’ serv- 
ice as officers. 

That will solve a great deal of it. I am not going to deny that 
there be some isolated cases where people will end up with a little 
more of an increase having stayed out of the Career Compensation 
Act, than if they had gone in under the Career Compensation Act 
and qualified for the lesser percentages in a few grades here than 
that provided in the proposed bill. 

Mr. Wison. Couldn't we blanket it with a minimum for those 
retired under the Career Compensation Act ? 

Mr. Buanprorp. Then you might distort this whole pay scale com- 
pletely. 

Mr. Kitpay. Just so we understand the facts and the relationships, 
so when we get to executive session we can determine what we want 
to do. 

Is there anything further with reference to the facts? 

Mr. Buanprorp. Mr. Chairman, that takes care also of clause 15, 
because the 511 people are people retired for length of service. 

The other two sections of the bill merely deal with the aviation 
cadet problem that we have previously discussed, and on page 9, 
section 5 is merely a provision which probably is unnecessary in view 
of the Officer Personnel Act, but in spite of that it ought to be in the 
law to make sure that these new pay scales will be applicable to 
people drawing pay under the Career Compensation Act, and clause 
16 is a savings clause so no one loses any money. 

That is the end of the bill. 

Mr. Kitpay. We want to get right now and place in the hearings 
right together, the cost of the bill, and we want that broken down 
so we will know the cost of each proposal and the total cost. 

Captain Marrtnrav. We have that available. 
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Mr. Kirpay. You might read it off in summary and perhaps submit 
it in more detail in the record. 

But I want it in a separate place in the record, so anyone who is 
on the floor who wants to know the costs can find it in one place. 

Mr. Wirson. And anticipating that your proposed amendment will 
be added, is he going to include those figures also ? 

ot Kizpay. I understand the captain can give us that pretty 
easily. 

Mr. Bianprorp. One percent is equivalent to $1,500,000 a year, if 
I recall correctly. 

Captain Marrrngav. You want the bill broken down in its com- 
ponent parts, on the dollar increase ? 

Mr. Kitpay. That is right. 


Captain Martineau. The increased cost for basic pay of the active- M 
duty force under this proposed bill would be $466,764,804. An 11.9 bud; 
average increase. C: 

Mr. Bennett. Per year? the 

Captain Martrngav. Per year, yes. gray 

The increased cost for the Reserve forces, those who receive drill Whil 


pay, and so forth, $34 million plus. A 10-percent increase. Is that 


right? In rounded figures? nam 


Mr. Kinpay. Yes. fund 
Captain Martrneav. The increase on retired pay for the bill as now for i 


written is $52 million, an 11.9-percent increase. 

The increase for terminal leave payments, $15 million, a 9.3-percent 
increase. 

The increase in the amount of death gratuities that would be paid, 
$1 million, a 12.5-percent increase. 

The increase in severance pay, $114 million, a 10.9-percent increase. 

For missing persons, $34,000. Reenlistment bonus, increase, $16 
million, a 10-percent increase. 

The increased costs for the aviation cadets under this bill, $206,000 
basic pay, a 1.8-percent increase. The increase for aviation pay, 
flying pay as crew member, $73 million for the active-duty forces. 
The increased aviation pay for Reserve forces, those who participate 
in reserve aviation training, $3 million. 

The increase in submarine pay for the active-duty forces, $3 million. 
For increased submarine pay for Reserve forces, $69,000. The fly- 
ing pay for noncrew members, $1 million, increase. Parachute jump- 
ing, $2 million. Care of leapers, $120. — 

Demolition of explosives, $213,000; submarine escape tank, $3,000; 
diving training, $10,000; the low-pressure chamber inside observer, 
$311,000; the acceleration and deceleration research, $37,000; helium 
oxygen diving, $101,000; salvage duty, the salvage diving pay $31,000. 

The increase for per diem under this bill, $9 million. The cost of 
the new dislocation allowance provided by this bill, $41 million. Those 
are the present principal subheads of this bill. 

Mr. Kitpay. What is the total ? 

Captain Martineau. Total increased cost, $725,293,000. 

Mr. Kizpay. What is there in the budget to cover increase military 

ay? 

Captain Martingav. $729 million in the budget, sir. 
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That was the first estimate that came up in the letter of transmittal 
of the bill. The last estimate on this that I have from the Defense 
Department Comptroller is this $725 million that I gave you. 

Mr. Kitpay. The budget was $729 million ? 

Captain Martineau. Yes. 

Mr. Kizpay. So that it is fully budgeted. 

Mr. Buianprorp. Is it in the request for fiscal 1956, or is there to 
be a supplemental request? I don’t believe it is in this bill that is 
up before the appropriations committee now, is it ? 

Colonel StrerHens. My understanding is that it is carried below the 
line as a contingency in the event this legislation is enacted, $729 
million estimate. 

Mr. Buanprorp. It is in this $30 million bill ? 

Mr. SrerHens. I am not sure. But it is reflected as an item in the 
budget somehow within their manipulations. 

Captain Martineav. In the letter of transmittal of this bill from 
the Defense Department, I would like to refer to the closing para- 
graph: It said that— 

While such increased costs— 
namely the $729 million— 


were not included within the proposed operating budget for fiscal year 1956, 
funds for this and certain other items will be shown in the budget as proposed 
for later transmission, contingent upon authorizing legislation. 

Mr. Bianprorp. That is it. 

Mr. Chairman, may I ask what the Department’s recommendation 
is with regard to an effective date? 

Would you concur in an effective date that the bill would go into 
effect on the first day of the month following the month in which 
enacted. 

Captain Martineav. I certainly would. 

Mr. Harpy. You don’t want to make it retroactive ? 

Mr. Kupay. No; it is not going to be that way. 

Mr. Witson. For calculating purposes can we have the figures for 
the amount of retirement pay for men not covered by the Career 
Compensation Act? 

Mr. Buanprorp. Approximately $1,500,000 for each 1 percent in- 
crease you give these people. 

In other words, if you should give a 6-percent increase to these 
people not paid under the Career Compensation Act it would cost 
approximately $9 million. 

Now, that may not be a complete total cost, because if we strike 
out the section which permits reelection, there may be some savings 
to offset that. So I don’t think you can say it is a complete $1,500,000 
per 1 percent, but it would be close enough. 

May I[ ask for the record, Captain Martineau, while it is not a proper 
place in this bill, nevertheless, the committee has received a con- 
siderable amount of correspondence and undoubtedly the question 
will come up on the floor as to the Armed Forces Leave Act, which 
provides 70 cents per day for enlisted personel and a quarters allow- 
ance of $1.25 a day, and that hasn’t been changed since 1946; on 
the other hand, officers who accrue terminal leave are paid on the 
existing rates for quarters allowance and subsistence. 
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In other words, oflicers have received the benefits of increased sub- 
sistence and quarters allowances but enlisted personnel who accrue 
leave under the Armed Forces Leave Act of 1946 are controlled by the 
rates prescribed in the 1946 act. 

Now, has that been given any consideration at all by the drafting 
committee or is it your view that that should be handled as separate 
legislation since it does involve an entirely different matter. 

Captain Marringav. Iam not informed on that, Mr. Blandford. It 
would be my offhand feeling that it should be handled separately. 
But I would like to get the facts on it and report to the committee 
further on that. 

Mr. Kivpay. You do that, Captain. 

Mr. BLanprorp. 1 want to ask you this, Captain. Are you aware 
of the problem with regard to enlisted pel rsonnel who drew double-time 
payments up to 1942 for maximum—in other words, they received 
double time for overseas service, but for the period 1942-46 they did 
not receive double time, maximum enlisted pay, based upon their 
double time, and ever since that time we have had legislation before 
the committee to give those people that amount of money retroac- 
tively. Did the drafting committee take that into consideration at 
all? Mr. Hoppel brought that up and we have had that ever since I 
have been here. 

Captain Martineau. No; they did not take that into considera- 
tion. 

Mr. BLanprorp. I would like to call this to the subcommittee’s 
attention so that when Mr. Hoppel testifies—Mr. Hoppel may be here 
Thursday to testify—they will be aware of the problem. Of course, 
in 1942, these people did receive a substantial increase in retired pay. 

Captain Marrmgav. One more item, Mr. Chairman,, under the 
cost of this bill, do you want the other three services ? 

Mr. Bianprorb. Yes; that ought to go in. 

Captain Martineau. Very briefly. This bill, of course, would cover 
all of the uniformed services which includes the Coast Guard, Coast 
and Geodetic Survey, and Public Health Service. Increased cost of 
this bill to the Coast Guard would be $10 million; for the Coast and 
Geodetic Survey, $149,000; for the Public Health Service, $1,300,000. 

I will enter that in the report, the detail. 

Mr. Kivpay. Yes. 

(The information follows:) 





Breakdown of costs under proposed Career Incentive Act for uniformed services, 
other than military services 


COAST GUARD 


Ge, Ree Pe Ie eM aOR 


Incentive-hazardous duty pay. FADE E EL ORLES AICS Oe ee eee ee ete eee mF. 526, 500 
Retired pay inc reases re ae eS er or Serer eee tree e 2, 375, 000 
ES RN EB IRIEL, CLLR IE EET ee CO 176, 000 
Dislocation expense (1 month’ S quarters allowance) ge aes, 315, 000 


eo ee ihc bh |. ee ee ee 600, 000 


Bite nse ieee EE ae eee: eee PROC eTe Cee ah See eee 





Breakdown of costs under proposed Career Incentive Act for uniformed services, 
other than military services—Continued 


COAST AND GEODETIC SURVEY 


Basie pay increase em _ $99, 548 
Incentive-hazardous duty pay : 1, 381 
Retired pay increases ; _. 38, 400 
Dislocation allowance 6, 000 
Per diem increase 3, 500 


SERIE Se te ee a NER Bo SE eB a el Se 148, 829 
PUBLIC HEALTH SERVICE 


Basic pay increase cai ay OBS, 2A2 
Incentive-hazardous duty pay bieastekans “ 1, O8O 
Retired pay increases " 113, 318 
Dislocation allowance : ; 72, 000 
Per diem increase = 19, 200 


1, 289, 810 

1This figure was not included in the total cost figure for the Coast Guard previously 

furnished and accounts for the difference in total cost furnished herein. The Bureau of 
the Budget has been notified officially of this change. 


Mr. Bianprorp. May I ask for the record if the Department of 
Defense would enter any objection to an amendment which would 
permit enlisted men retired as enlisted men who served as officers in 
World War I and who upon retirement were given double time for 
service outside the continental limits of the United States prior to 
1912, in such areas as the Philippines, and who upon retirement were 
paid as enlisted men with 30 years service or 75 percent retired pay 
and who ar were advanced to officers, because of their service in 
World War I under the Career Compensation Act were entitled to 
officers’ pay but because of a decision of the Comptroller General have 
been denied the right to include their double time in computing their 
retired pay, would you interpose an objection if the bill were amended 
to give those few people who are alive today the double time which 
in my opinion this committee intended they should have? 

Captain Martineau. We would not, I am sure. 

Mr. Kinpay. Thank you, Captain. 

Is there anything else ? 

Mr. Bennerr. Are we going to get on this thing for the cost of 
retired ? 

Mr. Bianprorp. $1,500,000 for each percent you give. May I insert 
in the record at this point a letter, strongly in favor of this bill, from 
the Chamber of Commerce of the United States ? 

Mr. Kinpay. Without objection it will be done. 

(The letter is as follows :) 

CHAMBER OF COM MERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 
Washington 6, D. C., February 10, 1955. 
Hon. Paut KILpay, 
Chairman, House Armed Services Subcommittee, 
Old House Office Building, Washington 25, D. ¢ 

Dear Mr. Kirpay: The Chamber of Commerce of the United States supports 
the enactment of those provisions of the Career Incentive Act (H. R. 2607) 
which would authorize selective increases in the pay and certain allowance 
of military personnel 
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We are opposed to any across-the-board increases, regardless of the percent- 
age or amount recommended. 

We have taken no position on the proposed dislocation allowances, higher 
per diem allowances, and increased pay for hazardous duty. Therefore, we 
have no recommendations on those provisions of H. R. 2607. 

Delegates to the national chamber’s 42d annual meeting in April 1954 demon- 
strated their concern over the alarmingly high turnover in military personnel by 
unanimously adopting a declaration calling for immediate action to “build 
up the attractiveness and prestige of military service.” 

As recently as January 29, the chamber’s board of directors approved a 
recommendation by our National Defense Committee that the chamber sup- 
port the President's request for selective increases in military pay and allow- 
ances. 

At the same time, the board of directors authorized chamber support of legis- 
lation to provide improved medical care for dependents of military personnel, 
additional housing for service families and equal benefits for survivors of 
active-duty personnel of comparable rank. We will probably have some com- 
ments on these proposals at the appropriate time. 

The national chamber represents every important segment of business and 
industry and therefore readily understands the terrific costs and loss of effi- 
ciency that are associated with any heavy turnover of skilled workers. For 
that reason, the prospective loss of 800,000 of the 1 million men whose enlist- 
ments expire this year arouses considerable concern over the effects of this 
trend on the state of readiness of our Armed Forces. Very few private busi- 
nesses could operate effectively or economically with that volume of turnover— 
much less the Department of Defense, the biggest business in the world. 

The chamber believes that much of the increased cost resulting from any 
selective increases in pay and allowances would be offset by savings in the 
high cost of training replacements. Even more important, the retention of a 
larger number of trained personnel would improve the level of operational 
efficiency and build up the so-called hard core of career personnel that is so 
essential. 

During your consideration of H. R. 2607, I sincerely hope it will be deter- 
mined that the largest percentage increases recommended by the Defense 
Department are at the service points where most officers and enlisted men 
normally decide whether they intend to make military service their career. 

It also is quite important that whatever pay scale is finally approved retains 
a sufficient differential between pay grades. Otherwise, the incentive to attain 
the next higher grade and to undertake increased responsibilities may be 
inadequate. 

I would appreciate your making this letter a part of the hearings. 

Cordially yours, 
CLARENCE R. MILEs. 


Mr. Buanprorp. May I insert a statement from the American Le- 
gion endorsing H. R. 2607 ? 

Mr. Kitpay. Without objection it will be entered in the record. 

(The letter is as follows:) 

THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington 6, D. C., February 28, 1955. 
Hon. Pavut J. Kriupay, 
Chairman, Subcommittee No. 2, Committee on Armed Services, 
House Office Building, Washington 25, D.C. 

DeAR CONGRESSMAN KiLpAy: Thank you for your letter of February 25 advis- 
ing that we had been scheduled to appear before your subcommittee at 10 a. m., 
March 3, 1955, in connection with hearings on H. R. 2607. 

For your information I enclose copy of a statement by Mr. Bruce P. Hender- 
son which was submitted to your committee for incorporation in the record 
of your hearings under date of February 18. 

In view of this fact, it will not be necessary for us to be heard further in 
the matter. 

Thanking you for your courtesy and cooperation, I am 

Sincerely yours, 


Mies D. KeNNeEpy, Director. 
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STATEMENT OF BrucE P. HENDERSON, CHAIRMAN, NATIONAL SECURITY COMMISSION, 
THE AMERICAN LEGION, BEFORE THE HoUsSE ARMED SERVICES COMMITTEE IN 
CONNECTION WITH HEARINGS ON H. R. 2607, A Brit To PROVIDE INCENTIVES 
FOR MEMBERS OF THE UNIFORMED SERVICES BY INCREASING CERTAIN Pay 
AND ALLOWANCES. 


Mr. Chairman and gentlemen of the committee, you have been most kind in 
extending to me the opportunity of presenting the following statement. The 
American Legion is deeply concerned with the Nation’s problems of security and 
wishes to be placed on record as supporting the legislation which is before your 
committee at this time. In substantial measure the proposed act, cited as the 
Career Incentive Act of 1955 will accomplish those sections of Resolution 45 
adopted at the 1954 national convention of the American Legion. 

We recognize that the means of increasing service attractiveness, and thereby 
retaining capable career personnel on active duty many measures must either be 
reinstated or enlarged upon. An equitable pay increase, that will to a degree 
lessen the great disparity between industrial and service payments for tasks 
requiring comparable skills and intelligence, is needed. May I direct your 
especial attention to those sections of Resolution 45, which relate themselves to 
the matter of service pay, because it did not appear advisable to separate it from 
the other cogent matters presented therein : 

“Whereas world commitments have burdened service personnel with instability 
and abnormal hardship; and 

“Whereas public respect for career military personnel has declined; and 

“Whereas military leadership has been diluted by losses of experienced per- 
sonnel who no longer find military service an attractive and satisfying career; 
and 

“Whereas take-home pay for military personnel has not kept pace with the cost 
of living, while industry in general is increasing the benefits of its employees; 
and 

“Whereas the emasculation of traditional compensatory benefits for military 
personnel has hampered the attractiveness of service careers; and 

‘‘Whereas retirement has been made less attractive ; and 

Whereas the whittling away of these benefits and the reluctance to raise pay 
scales are false economy which ignores the fact that combat effectiveness de 
pends on capable personnel as well as superior materiel; and 

Whereas the need to improve service benefits and the need to improve the 
physical living conditions of military personnel and their families is plainly 
evident to the Defense Department and to the Congress; and 

Whereas it is a solemn obligation that the emoluments, benefits, and privileges 
offered a member of the Armed Forces upon his entry therein should remain un- 
diminished throughout his service unless clearly inconsistent with the national 
interest; and 

Whereas service attractiveness continues to be reduced despite this general 
recognition ; now: Therefore, be it 

Resolved, That the American Legion, in national convention assembled in 
Washington, D. C., August 30 to September 2, 1954, petition the Congress of the 
United States of America, the President of the United States, and the Secretary 
of the Department of Defense to militantly pursue the problem created by the 
loss of attractiveness for service careers and to remedy the inequities thus 
caused: And, be it further 

Resolved, That the American Legion petition the President and the Congress 
specifically to approve legislation and funds for dependent medical care, de- 
pendent education, adequate family housing, adequate personnel facilities, 
equalization of benefits, survivor benefits, a cost-of-living pay increase, and re- 
moval of restrictions on retirement and restrictions on the transportation of 
household goods and effects.” 

The American Legion recognizes that in a period of high employment and 
high wages that the task of retaining the hard-core of trained manpower, so vital 
to the efficiency of our Armed Forces, becomes doubly difficult. During the 
past year, despite the fact that a cease-fire has been reached in Korea, and that 
while tension was high no wars employing United States troops were in progress, 
still reenlistments fell to a new low. These reenlistment rates reported to be 
slightly over 10 percent for all the armed services, with the Navy the lowest 
with only 8 percent reupping and the Air Force slightly better off at nearly 13 
percent speak out loudly for adjustments along the line. 
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We, after serious study of this problem of career attractiveness, do not believe 
that even an equitable pay increase is the entire answer, but it is without ques- 
tion a step in the right direction. 

In private business, when employee turnover becomes too high, management 
is concerned. And so it should be. Working conditions are studied, incentives 
are studied. This has been done for our military services, by civilian and mili- 
tary committee alike and assuredly it has received the constant attention of the 
responsible committees of Congress. Admittedly there is a limit on the im- 
provement in working conditions that can be accorded to our servicemen. For 
instance, we cannot completely remove the extra hazards associated with the 
handling and operation of the machinery of defense, nor can you eliminate the 
change of station ofttimes separating a family unit, nor compensate for the vari- 
able climatic changes from bitter cold to stifling heat. True, these can be im- 
proved, but never completely. 

The majority of the men who have fought the wars into which the United 
States was drawn, are like members of the American Legion—citizen soldiers. 
There are few of us who would choose careers in the Regular Establishment as 
we have the experienced and honorable men who now form the hard-core of our 
Armed Forces. 

We recognize the hardships associated with this call to higher service as com- 
pared to the more orderly, less demanding civilian pursuit. If our country is 
to have an Air Force, Army, Navy, and Marine Corps capable of defending her 
against her enemies, we must endeavor to encourage the high-type, young Ameri- 
can to follow military careers. It is imperative in these months and years of 
crisis through which we are passing and that we may well have to face for a 
decade or more, that we give careful study to perfecting a long-range, career- 
incentive program for our military establishments. 

A pay increase as provided in H. R. 2607 can be the keystone to a sound career- 
incentive program. Not only should it stabilize careers in the several services 
and increase the reenlistment rate, but it should go far in more adequately recog- 
nizing hazardous service for flying and submarine personnel. 

I would be remiss, were I to overlook the necessity of stressing the importance 
to allowing former members of the Armed Forces, whether retired for length of 
service or for disability to gain advantage of this pay increase. To deny, those 
who have already served their Nation is to lessen the desirability of another facet 
of the career-incentive program. Those former members of the services are 
affected by the increased costs of living, perhaps to a greater degree than are 
service people now on active duty. The American Legion respectfully recom- 
mends that retired personnel be so included. 

In conclusion I should like to advance the further theory that cost-wise, both 
as to the future security of these United States and the tremendous expense of 
retaining specialists, the Career Incentive Act of 1955 will in the long run effect 
Savings. 

For myself and for the organization, whose position I am privileged to pre- 
sent—the American Legion—may I express my deep appreciation. 

Mr. Buanprorp. And a letter from the Military Order of the World 
Wars urging the adoption of the proposed pay increase for the armed 
services. 

Mr. Kitpay. Without objection it will be entered in the record. 

(The letter is as follows :) 





MILITARY ORDER OF THE WorRLD Wars, 
Washington 6, D. C., February 14, 1955. 
Hon. Paut J. Kivpay, 
Chairman, Subcommittee Armed Services Committee, 
House of Representatives, 
Washington 25, D. C. 

DeaR Mr. CHAIRMAN: One of the two major resolution-actions taken by the 
Military Order of the World Wars at its national convention last fall was in 
behalf of a pay increase for the uniformed services. 

Representatives of our chapters throughout the country were convinced of the 
utter necessity of the early passage of such legislation to build up the morale 
of the personnel of the services. At the present time there is little or no incentive 
toward making the service a career, and our Nation is feeling the demoralizing 
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effects of not keeping trained men in the military and naval service of the 
country. 

We urge the early support of your committee to adjust the situation. 

Sincerely, 
Epwin S8. BETTELHEIM, JR., 
Colonel, AUS (retired), 
Adjutant General. 

Mr. Wuson. I am sorry to add this as an afterthought but has 
there been any discussion at all of possible credit for service academy 
time for pay purposes, particularly for those enlisted men who were 
brought in from the ranks during the war, were sent to the Academy 
and they can’t count that time for pay purposes or for retirement 
purposes. 

It seems to me if they were—— 

Mr. Bianprorp. They get it now. That is the only group, 
understand, that do get it. 

Mr. Wuson. Not who have since become officers. 

Mr. Bianprorp. They can’t count it for officers pay. But if they 
busted out—— 

Mr. Wirson. They are not busted out. 

Mr. Buanprorp. Nobody can count that service. 

Captain Martineau. No commissioned officers can count that serv- 
ice unless he graduated prior to 1916. 

Mr. Wixison: But he can if he went to college, he can count that? 

Mr. Biranprorp. Not ROTC. That is the whole problem. 

Captain Martineau. If he went through V-7 and V-5, he can. 

Mr. Bianprorp. That is the problem. If we count Academy time, 
then we run right smack into the problem of counting ROTC time. 
Many people think this idea of crediting longevity time for pay pur- 
poses does not affect retirement. That is incorrect. It does attect 
retirement because of a provision of the law which says in Public Law 
305 and 810, that you will be paid retired pay based upon length of 
service which you used as a—on the basis of determining your basic 
pay. In other words, we have people today retiring with 30 years 
of service for pay purposes who had only 20 years of active duty, but 
they draw 75 percent retired pay. 

So when you say that this proposal to credit Academy time would 
not affect retirement, it means it would not permit them to apply for 
retirement by counting those years, but it would permit them in fact 
to count the 4 years in computing the pay they would receive. 

Mr. Witson. When a man is in the service and inveigled into going 
to the Academy I think his time should count. I don’t think—but 
when you send him to any other school for training purposes in the 
school he gets to count his credit. 

Captain Martineau. Every other active form of military service 
does count. With respect to ROTC, the Supreme Court I believe has 
held that time in the service Academies is active military service in 
every sense of the word, whereas ROTC service has not been so held. 

Mr. Kinpay. I think we are informed on that. We will take it up 
in executive session. That completes the hearings for today. 

We will adjourn now until 10 o'clock tomorrow morning in this 
room in executive session. 

(Thereupon, at 12:23 p. m., Monday, February 28, 1955, the hear- 


ing adjourned until 10 a. m., Tuesday, March 1, 1955.) 
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CAREER INCENTIVE ACT OF 1955 


TUESDAY, MARCH 1, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuBcoMMITTEE No. 2, 
Washington, D.C. 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman of 
the subcommittee) presiding. 

Mr. Kitpay. The committee will be in order. 

We will continue now in executive session on H. R. 2607. 

Did you have some questions, Mr. Blandford ? 

Mr. Bianprorp. Yes, sir. 

I would like to clarify the dislocation allowance provision before we 
get into reading the sections on a line-by-line basis. 

The provision, I presume, is to be applicable only on a permanent 
change of station, and is not to be applicable to an individual coming 
on active duty or going to his home after completing active duty; is 
that correct ? 

Captain Martineau. That is our feeling on it; yes, sir. 

Mr. Bianprorp. I raise the question, Mr. Chairman, because of the 
language under travel and transportation allowances. It is intended 
| am sure to apply only upon a change of permanent station and is not 
intended to apply upon appointment, call to active duty, enlistment or 
induction, and so forth, or upon separation from the service or place- 
ment on a retired list. 

Captain Martineau. That is correct. 

Mr. Buianprorp. There will be no question about that, then, that is 
the intent ? 

Captain Martineau. Yes. 

Mr. Buianprorp. I wanted to clarify that, because, otherwise, we 
would be paying a dislocation allowance to a man before he is dis- 
located. And we want to confine this to an actual permanent change 
of station. 

Mr. Kinpay. If that is clear now, we will start at the beginning of 
the bill to mark it up. 

Mr. Buanprorp. All right, sir. 

H. R. 2607, a bill to provide incentives for members of the uniformed services by increas- 
ing certain pays and allowances. 

Be it enacted by the Senate and House of Representatives of the United 


States of America in Congress assembled, That this act may be cited as ‘the 
“Career Incentive Act of 1955.” 


Sec. 2. The Career Compensation Act of 1949 (63 Stat. 804) as amended, is 
further amended as follows: 


(1) Section 201 (a) is amended by striking out the tables therein and in- 
serting the following in lieu thereof : 
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Mr. Kitpay. This is the table that we went over with a slide on it? 

Is there any discussion of a particular pay scale? 

Mr. Bares. Mr. Chairman, would there be some changes in the 
warrant officers ? 

Mr. BLanprorp. Yes, sir; we will get to that. 

Mr. Kirpay. I should have said first we will take up the com- 
missioned officers table, and then we will go to warrant. 

Mr. Buanprorp. The first question, Mr. Chairman, is the action 
that the committee wants to take with the over 35 years of service 
provision, 

Mr. Kitpay. I believe there is a communication from the Secretary. 

Mr. Bianprorp. Yes, sir. 

Mr. Kitpay. I think we should include it in the record at this 
point. 

(The information is as follows :) 


THE SECRETARY OF DEFENSE, 
Washington, February 25, 1955. 
Hon. CARL VINSON, 
Chairman, Committee on Armed Services, House of Representatives. 

Dear Mr. VINSON: It has been brought to my attention that, during the 
course of hearings now being held on the proposed Career Incentive Act. certain 
objections have been raised against the proposed increase for major generals 
and rear admirals at 35 years service. It is understood that the objections stem 
mainly from the effect such an innovation would have upon the retired pay of 
officers in this grade compared to others who have been or might be retired 
mandatorily with less than 35 years service. 

Our original objective in adding this long service pay increment was to 
recognize the great responsibilities held by our most senior oflicers and to extend 
the peak of the military career to a level more commensurate with these respon- 
sibilities. This was in keeping with the basic philosophy under which the pro- 
posed Career Incentive Act was developed. 

It may well be that the establishment of this “over 35 years” increment would 
create problems and inequities that cannot be supported. However, I believe 
we must still recognize the fact that our senior officers are not adequately com- 
pensated. Mr. Charles R. Hook stated his concern about these top military 
leaders in testimony before the Armed Services Subcommittee as follows: 

“It has always been of great concern to me that the top-ranking military 
leaders, with their great responsibility for the security of this Nation and with 
billions of dollars worth of property under their control, should be adequately 
compensated. In my civilian life, I am keenly aware of the need for good 
management in any enterprise * * * A comparison between the proposed 
scales and civilian compensation would show the greatest disparity at the top 
officer ranks from colonel up.” 

We know that devotion to duty and dedication to high professional standards 
cannot be bought, but I know from experience that the lack of good leadership 
at every level in a large organization can cause conditions to deteriorate to the 
point where desire to remain with an organization is lessened. While no exact 
comparison can be made between military leadership and executive respon- 
sibilities in civilian life, the disparity between salaries available to men with 
top responsibilities in industry and those in the top leadership of our military 
forces is too great. Considering the inflation, our higher ranking officers are 
paid only about one-half as much today as they were 45 years ago. I am sure 
you will agree that their civilian counterparts have kept better pace with the 
economic progress of the country. 

As you know, under the Career Compensation Act of 1949 and laws in effect 
prior to that time, no differential has been provided between pay grade 0-8 
(major general or rear admiral) and the 3- and 4-star flag or general officer 
grades. Special money allowances are authorized for the 3- and 4-star officers, 
but all officers in the grade of major general (rear admiral) and above receive 
the same basic pay. 

The Congress has, by various statutes, established specific requirements for 3- 
and 4-star flag and general officers. It has just occurred to me that one reason 
pay rates comparable with the greater responsibility of these higher grades were 





not established may be that the Department of Defense has not recommended 
such action to the Congress. With this thought in mind, and because I feel so 
strongly about this problem, I believe it is appropriate that we offer a proposal 
for the consideration of your committee before the present hearings are completed, 

There are twenty-four 4-star and seventy-five 3-star flag and general officers in 
the military services, all of whom occupy key positions of high responsibility. 
I believe it would be entirely within reason and fully justifiable to increase the 
pay of these ranks by at least $1,800 and $3,600 per year respectively. This 
would provide a differential of $150 per month between the 2-, 3- and 4-star 
officer grades. This proposal, if substituted for the “over 35 years” pay 
increment, would not raise the cost of the bill and, in my opinion, would greatly 
enhance the statute of the military career. It would also enable our military 
leaders to keep pace with other Government Officials whose pay is being increased 
by the Congress this year. 

Favorable consideration of this proposal by your committee, in lieu of the 35 
year pay increment, would, I believe, be in the national interest. 

Sincerely yours, 
C. E. WILSON. 

Mr. Kivpay. So that it will be understood that it is received and 
considered. 

Mr. Bianprorp. The Secretary indicated that it may well be that 
the establishment of this over-35-years increment would create prob- 
lems and inequities that cannot be supported. 

The Secretary, however, strongly recommends that action be taken 
which would adequately compensate 3- and 4-star officers. The Sec- 
retary went on to say: 

There are twenty-four 4-star and seventy-five 3-star flag and general of- 
ficers in the military services, all of which whom occupy key positions of high 
responsibility. I believe it would be entirely within reason and fully justifiable 
to increase the pay of these ranks by at least $1,800 and $3,600 per year re- 
spectively. This would provide a differential of $150 per month between the 
2-, 3- and 4-star officer grades. This proposal, if substituted for the “over 35 
years” pay increment, would not raise the cost of the bill and, in my opinion, 
would greatly enhance the stature of the military career. 

The theory, I presume, is that we should create two new pay scales, 
QO-9 and O-10, and that there would be $150 a month increase for 
lieutenant generals and $300 for 4-star generals. 

Mr. Kitpay. Do you understand that he recommends two new pay 
scales or an increase in the money allowance / 

Captain Marrierav. I believe the sense of the letter is to increase 
the basic pay and to have considered two new pay scales, sir. 

Mr. Kinpay. Which would, of course, make it effective after re- 
tirement, whereas, the money allowance would not. 

Captain Martineau. That is correct, sir. 

Mr. Miiier. Let us see, after retirement. 

Mr. Bianprorp. To make it effective for all people on the retired 
list now. 

Mr. Mivier. It is not making new grades because a 4-star general 
and 3-star general holds his rank today. 

Mr. BLanprorp. Yes. 

Mr. Minier. How long would he have to serve in that grade or 
would he be promoted—. Would every 2-star general be promoted 
to 3 stars just before he retires / 

Mr. BLianprorp. No. 

The only time that you have an automatic tombstone promotion 
is in the case of Navy and Marine officers who have been cited in 
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combat with the enemy or cited by the Secretary concerned, and that 
is more of an honorary promotion. 

It merely permits them to carry the rank, but without the increase 
in pay. 

Mr. Miter. If we create these grades 

Mr. Buanprorp. You will have problems. 

Mr. Miniter. And we would have to establish the number of peo- 
ple that are going to be in these grades. 

Captain Marrrnegav. That is already established. 

Mr. Kitpay. The officer Personnel Act places a limitation. Isn’t 
that correct ? 

Captain Martineau. Yes. 

Mr. Kitpay. It is presently suspended, is it not? 

Captain Martineau. The percentage allowance still remains the 
same. 

Mr. Harpy. Are they figured in addition to or in lieu of the pres- 
ent changes in allowances / 

Mr. Bianprorp. The allowances would remain the same. This 
is a suggestion that O-9, as lieutenant general, would be created as 
a pay scale, and O-10 would be created as a pay scale for 4-star gen- 
erals. 

Now, there is a problem in that situation with regard to people now 
retired, 

The services have the number of people involved. There are prob- 
ably a handful of four-star generals. 

Now, for example, you would have the problem of confirmation. 
You will recall we passed a bill last Congress which made 4-star gen- 
erals out of some 11 people if I am not mistaken. 

Now, that was by act of Congress. I would presume that all those 
people would then qualify for the pay of the four-star general. Be- 
vause that was not in the nature of honorary rank as such. That was 
actually a rank given by Congress. 

Mr. Kitpay. Of course, this is a completely new departure. We 
have never had a pay scale above the O-8. In other ts major gen- 
eral has been the highest permanent rank we have had. Lieutenant 
generals and generals have been based upon their occupying a posi- 
tion of importance. 

Mr. Bianprorp. That is right. 

Mr. Kitpay. The President designates the position as being of im- 
portance, and then he nominates a man that is either lieutenant general 
or general. 

Mr. BLanprorp. There are a few statutory ranks such as in the Navy, 
Chief of Materiel, things of that nature. 

Mr. Harpy. I just wanted to ask this question. What is the aver- 
age length of time that a general officer would be in 3-star rank, or 
4-star rank, before retirement ? 

Captain Martineau. I would say at least a minimum of 3 years, Mr. 
Hardy, and it would average closer to 5, and many of them hold it for 
longer periods. Admiral Fechteler, for instance, who is well known to. 
this committee, has been in 3-star rank since 1945, at 3-star rank or 
above. 

Mr. Kripay. He has four, now, does he not ? 

Captain Marrineav. Yes, sir. 
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Mr. Kiupay. And he had four as CNO? 

Captain Martrngav. Yes. 

Mr. Harpy. I am trying to distinguish between, if I could, the length 
of time in each of these grades before retirement. ‘tin 

Mr. Bianprorp. The average age of brigadier generals, I think, is 
approximately 52, if I am not mistaken, in the Army. I imagine that 
would be pretty close to—— 

Captain Martrngav. It would vary in the services. 

The Air Force : the age of their lieutenant generals and full generals 
is considerably younger than in the Navy and Army. 

But I would say a minimum in any service is 3 years of service in 
that higher rank prior to retirement, unless, of course, it is a physical- 
disability retirement. 

Mr. Harpy. Three years in three-star rank and three years in four- 
star rank would give you a total of six years. 

Captain Martineau. I didn’t mean it that way. 

Mr. Harpy. Let us see if we can separate it. You mean an average 
of 3 years in the two grades combined ? 

Captain Marimeav. That isa minimum, sir. That is a minimum. 
And I would like to check that. 

Mr. Harpy. You would say, then, a minimum of 3 years and prob- 
ably a maximum of 5. 

Captain Martineau. An average of five. 

Mr. Harpy. An average of five. 

Captain Martingau. And a maximum of about 10 or 12. 

Mr. Harpy. The thing I was thinking about, Mr. Chairman, and 
this is something I think we are going to have to think about, when 
you commence to talk about supporting this bill, you get into this kind 
of a situation under this proposal you would have an increase in 
basic pay of $3,600, in a period of 3 years, at a minimum as he said, or a 
maximum of 5, carrying with it in addition the retirement based on 
that additional $3,600 for life. 

Mr. Kitpay. How is this related to the Personnel Act? 

Captain Martineau. The Personnel Act, Mr. Chairman, of course, 
prescribes in addition to the total number of flag officers or general 
officers, it specifies the maximum number of 3-star officers or above 
within that group. And in each of the services it says that of the 
authorized number of major generals—of general officers, not more 
than 15 percent of those may be in ranks 3-star or above. 

Now, in addition to that, the law specifies that except in time of 
national emergency, declared after the enactment of the Officer Person- 
nel Act, they place finite number limitations, in the Navy, for instance, 
not more than 26 officers may serve in the rank of vice admiral and 
admiral, combined. 

And there is a similar numerical limitation for the Army and the 
Air Force. I believe it is 17 for the Air Force, and 27 for the Army. 

Mr. Kitpay. Of whom not more than four. 

Captain Marrineav. Of whom not more than 4 in the Navy may 
be in the 4-star rank, not more than 5 in the Army, and not more than 
2 in the Air Force. 

Colonel Corprn. Three. 

Captain Martineau. Three in the Air Force, and one in the Marine 
Corps. 
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Mr. Buanprorp. Now, you see, the trouble is that that does not 
apply today because they are over in all services in that now because 
they are beyond—an emergency was declared after August of 1947, 
und I believe today there are, in the Navy 

Captain Martineau. There are 7 four-star admirals, counting the 
Chairman of the Joint Chiefs. 

Mr. Bianprorp. How many vice admirals? 

Captain Marrreav. It is less than 30, 23 to be exact. 

Mr. Harpy. One other question that I would like to ask, Mr. 
Chairman. 

Mr. Kizpay. Mr. Hardy? 

Mr. Harpy. Just so we have the complete picture. What is the 
increase in allowance when a general oflicer moves up from 2-star to 
3-star rank, $500 ? 

Captain Martineau. The 3-star officer gets an increase of $500, 
a personal money allowance over and above what a major general gets. 
Mr. Harpy. Then with an increase in pay of $1,800 it would be 
total of $2.300 
Captain Marrrneav. Over and above what a major general gets. 
Mr. Harpy. That is right. 

Now, and a 4-star rank: what is his money allowance ? 

Captain Martineau. The money allowance for a 4-star officer is 
$2,200, unless he is in the Chief of Staff position, in which case, it is 
$4,000. 

Mr. Harpy. That added to the $3,600 would be $5,800. And if 
you got an average—and I think you have got to think of the two of 
them in considering the total emoluments at least, if you have got 
an average of 4 years that is an increase of $1,500 a year, plus a retire- 
ment increase of $2,100. 

Captain Martingav. What was that, the four a year? 

Mr. Harpy. If I figured it on the basis of taking 4 years to reach 
that from major general, 2-star rank, that is an average increase of 
$1,500 a year, plus $2,100 increase in retirement for life. 

Captain Marrreav. I think that is a measure of the greatly in- 
creased responsibility that he would assume in that higher rank. 

Mr. Kitpay. There are some very practical things involved here. 
One of them is that in the Officer Personnel Act of 1947, the question 
of 3- and 4-star officers received very serious, detailed, and long con- 
sideration. 

While it did not apply to pay, that was included in the discussions. 
The next very practical thing is one of timing. Under the Personnel 
Act of 1947, the system of retirement after 30 years of service and 
5 years in grade, and 35 years of service and 5 years in grade, was 
established. Of course, that contained a provision permitting, in 
time of emergency, the suspension of compulsory retirement. Of 
course, I believe originally it contained a provision permitting the 
President to retain on active duty not to exceed a certain number who 
had completed 35 or 35 and 5. 

Unfortunately, when the first retirements would have been due, 
under the Personnel Act of 1947, the Korean war was on, and the 
Air Force, if I am correct, made no exceptions, they retired men with 
30 and 5, and with 35 and 5. The Army made quite a number of 
exceptions. 
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In the past year, there were no exceptions made in the Army, if I 
am correct in my recollection, which resulted in mass retirements of 
men with 30 years of service and 5 years in grade, and 35 years of 
service and 5 years in grade. 

It created an impact which was not anticipated in 1947. I say, the 
timing is in it, because so soon after men were involuntarily retired, 
with 30 years of service and 5 year in grade or 36 and 5 years in grade, 
if we come along then for the relatively small number, it is true, who 
have been permitted to stay on duty in excess of 35 years, they in addi- 
tion to that receive a very subst: antial increase in pay. 

I am very much afraid, whether it is justified or not, that there 
would be very bitter criticism of our action in that regard. 

Just one other observation: I believe that, rather than handicapping 
the bill that relates to all ranks and grades, that it would be far better 
for this to be considered separately, where it would be considered only 
on its merits and its consideration could not affect the merits of other 
pay scales which we propose. 

And rather than bring this hazard into it, I would feel we would 
be better off to eliminate if, at this part icular time. 

Mr. Miuurr. I think there is another thing that is relevant, too. 
We are going to have a reserve act before us very shortly, and if my 
mail is any indication, it is not going to be wholehe: artedly received 
through the country. 

if we create these pay grades I personally think it is going to feed 
the fire of the opposition to that bill on the grounds that we are creat- 
ing and setting up a hierarchy—a permanent hierarchy of officers. 

I think that ought to be given consideration. 

Mr. Kitpay. What is the pleasure of the committee with reference 
to the scale set up for over 35 years ¢ 

Mr. Heéserr. May I make one inquiry before that / 

In reference to the matter that I brought before the committee be- 
fore the West Point situation, that would be included in this group 
for consideration ¢ 

Mr. Buanprorp. It would have to be as a separate item in any bill 
because you have the similated proposition. The difficulty with your 
propos: al is that they have similated rank and when you strike out the 
over 35, it doesn’t affect them, because there have been no basic in- 
crements for the over 35 in the grades in which their pay is similated. 
So anything that vou do for the professors at West Point with re- 
gard to increasing their pay on an over-35-years of service basis would 
have to be separate legislation. 

Because it will not tie into this pay bill. 

Mr. Héserr. That is not the response to my question. 

What I meant to say was that group then would be considered as the 
chairman has suggested that it be considered at a later time in connec- 
tion with this 35. 

Mr. Biuanprorb. I don’t know whether you could do it, because they 
don’t have the similated pay of generals. They have pay as colonels. 

Mr. Hénerr. Then it comes down to this, that that particular piece 
of legislation would have to be considered separately and can not be 
considered under this bill. 

Mr. Bianprorp. It couldn't be. 

Mr. Witson. I move we delete the last over 35 group from the 
officers. 
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Mr. Kimpay. You have heard the amendment. Those in favor 
signify by saying aye; opposed, no. 

The ayes have it and the over 35 column will be eliminated. 

Mr. Miter. Is that over 35 column throughout? 

Mr. BiaNnprorp. We will have to strike it out for everything, Mr. 
Miller. ! 

Mr. Harpy. I think it is better to take it out because that emphasis 
is the fact, the man who has 30 years has reached the maximum of his 
rank. 

Mr. Mitter. That goes out for warrant officers. 

Mr. Bianprorp. Yes, sir, it would have to go out for everybody. 

Mr. Bates. That is the same amount of monty. 

Mr. Bianprorp. There is no change for anybody else. 

The next problem, Mr. Chairman, is the warrant officers, and the 
services have prepared a new pay chart. Do you have a slide on that? 

Colonel SrerpuEens. We have some extra copies. 

Mr. Buanprorp. If you have them so we can pass them out. 

Colonel STEPHENS. Yes. 

Mr. Buanprorp. I think I can explain to the committee. If you 
will look at your pay scale for warrant officers, no change was made 
in the W+4 grade at all. 

In other words, they receive a maximum of $530.40 a month for 
over 30 years of service, and $332.90 for a W-4, with under 2 years. 
I am talking about the change that has been suggested. In other 
words, there has been no change suggested for the Wt. 

Mr. Bares. For what period ? 

Mr. Buanprorp. Any period. 

Starting from under 2 and going all the way across to over 30. 

Now, the W-3 grade, I will give you these changes, in the W-3 
grade, if you will notice it starts off with $302.64, and goes up then 
in this bill to $312, and it remains the same all the way up to, I think 
it is over 14, is the first change. 

Mr. Bares. No, over 6. 

Mr. Bianprorp. What I am speaking about now are the changes 
to bring this pay scale into line with the increment that makes sense. 

I think I had better explain it this way. Under your pay bill a 
W-3 with over 14 years of service would get $366.60 a month. 

Under the proposals submitted by the Department as a suggestion 
to bring the warrant officer scales up to where they belong, that figure 
would be changed from $366.60 to $374.40. 

Then over 16, would be $382.20, over 18 would be $405.60, over 22 
would be $428. 

And over 26 would be $443, and over 30 would be $459. 

Now, in the W-2 scale, the over 8 remains at $304.20, but the over 
10 would be increased from the $312 in the bill to $319.80. Then the 


over 12 would go from $319.80 to $335.40, and then the increases there- 
after proposed as a change by the Department would be $350 for over 
14, $357 for over 16, $373 for over 18, $389 for over 22, $404 for over 26, 
and $420 for over 30. 

There has been no change in the W-1. That would give you this 
situation: Under the bill as originally proposed, when a man was 
promoted from a W-2 to a W-3, he went—or from W-1 to W-2, with 
over 14, he went from $313 to $327, that is under the bill before you, 
a W-1 being promoted to W2 with over 14 years of service went from 
$313 to $327. 
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Now, under the proposal here, he would go from $294 to $319, and 
then when he was promoted from W-2 to W-3, he would go from 
$350 to $374. 

And you have an increment I think, now, that ties in more closely 
with the increase for officers. In other words, it now makes a little 
bit better sense because your increase now provides some incentive 
for a man being promoted from W-—1 to W-2 and W-3 

Mr. Harpy. He won’t get a reduction in pay because he is promoted. 

Mr. Bianprorp. Not only that, but he will get something better 
than $13. 

Mr. Harpy. Does the Department agree with the statement Mr. 
Blandford has made? 

Captain Martineau. Yes. 

Mr. Harpy. Is there any objection to changing the scales on warrant 
officers as Mr. Blandford has suggested ? 

(No response. ) 

Mr. Kixpay. If not, the warrant-officer pay scales will be so revised. 

Captain Martrineav. I would like an opportunity to speak about 
this matter of general officers before it is completely passed by the 
committee, Mr. Chairman, either now or later on this morning. 

Mr. Harpy. I think maybe we had better do it now. 

Captain Martineau. All right, sir. 

Before this matter is passed by, I would like to say these few words 
because I feel it is a matter of really great importance. 

It is much more important than just the matter of increasing the 
money of the officers who are holding that rank now. And I say 
that with deepest sincerity, because as “I mentioned to the committee 
before, I have attempted to find out what is the feeling of the younger 
officers in our service today that is making them leave in greater num- 
bers than they have ever left before. 

In many cases, and I could bring the letters before this committee, 
one of ‘the principal reasons advanced for these young men leaving 
the service 1s that the incentive along the line at the top is no longer 
large enough in their eyes. 

I have in mind the resignation of an aviator in the Navy of the 
rank of lieutenant. He was such an outstanding officer, it caused 
such alarm to his squadron commander that he undertook an investi- 
gation to determine why an officer of such promise and ability was 
leaving the service. 

And he cited the results of that investigation in his forwarding 
endorsement on this letter of resignation. 

And one of the prncipal reasons advanced by this young man was 
what I just indicated. To be specific, he said: 

An officer carrying the responsibility that Admiral Carney carries today and 
receiving a base pay of $12,000 was ridiculous— 
to him, and it didn’t seem that that was a worthwhile profession for 
him to continue in, 

Now, I don’t say these young men are right. I simply say that that is 
how they are feeling. 

It is very important matter in the eyes of these people because more 
and more our young men are comparing and evaluating. It is just as 
much a matter of recognition as it is of money. 

And I feel I would be negligent in my duty and my obligations to 
this committee if I didn’t say this: that if this pay bill in its present 
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form is enacted and no more is done for the flag and general officers 
than is being proposed at the moment, contrasting that with the pay 
laws that have already been enacted for other positions in the Govern- 
ment, and that are going to be enacted no doubt by this Congress, that 
it will have in that respect a more detrimental effect than if we had 
passed no pay bill at all. 

Mr. Kipay. I can’t agree to the final conclusion there, Captain. I 
do want to say, though——- 

Captain Martineav. In that one respect, though, alone. 

Mr. Kitpay. I do want to say that I do admire the sincerity and 
vigor with which you have advocated this over 35 for general officers, 
not only in your testimony before the committee but in private con- 
versations with me, and I know that you are sincere in the position 
which you take. 

I am also impressed with the argument you have made to me individ- 
ually that these men in these ranks do not make the request, themselves, 
and it is not originated with them. 

[ am positive that that is correct. That a man who has served over 
55 years is perhaps more concerned with whatevez is available going to 
lis juniors, rather than to himself. And I do appreciate the argument 
you have made and I admire the vigor with which you have presented 
it, as I say, both before the committee and in private conversation. 

Captain Marrineav. I appreciate that, sir. 

Mr. Kitpay. I do feel however that there is a very practical situa- 
tion involved and we had better handle it differently than the other 
Government pay increases to which you referred, and let it stand alone 
and on its own merits. 

I do agree, and I have pointed out in committee hearings before, the 
creat disp: rity between the compensation of the top men in the Army, 
Navy, Air Force, as to income, compared to those in private industry 
who might have supervision and control of anything comparable in 
size. I grant you that it is only a fraction of what the man in industry 
would receive for anything comparable. 

Realizing the practicalities of the situation, and hoping that we can 
do it in separate legislation, where there would be only the one issue, I 
think we had better leave it as it is now. 

Mr. Witson. He did qualify it, and said if no other action was taken. 

Mr. Kinpay. That is true. 

Captain Martineau. In the matter of compensation in the civilian 
world and private business and industry, we went to reports from the 
Bureau of Internal Revenue for data on civilian pay. And I thought 
these statistics might be of value. We only have them through 1951. 
Of those people earning between $10,000 and $20,000 in this country, 
in 1951, the number was 772,059. 

Of those who were earning between $20,000 and $50,000 annual in- 
come, the number in 1951 was 242,571. Of the number who were earn- 
ing between $50,000 and $5 million annual income, the number of $5 
million i is small, of course, but that number in 1951 was some 57,222. 

I request that those be put into the record for 1951 and 1950 at this 
time, just as a matter of interest to the committee, and somewhat per- 
tinent to this matter. 

Although I do not by any means want to convey the idea that we are 


attempting to construct any military pay structure on anything such 
as this. 





Ranges of civilian income by salary brackets of $10,000 per year and up based 
upon adjusted gross income reported to the Internal Revenue Bureau 


1950 


Total Number 
number of of returns 
(salaries 
and wag 


Adjusted gross income classes returns 


> 


$10,000 under $11,000 a : 215, 904 279 
$11,000 under $12,000 . 156, 347 163 
$12,000 under $13,000 125, 378 , 897 
$13,009 under $14,000 99, 119 i1, 448 
$14,000 under $15,000 —_- 82, 366 50, 993 
$15,000 under $20,000 : 256, 019 54, 625 
Total number earning $10,000 to $20,000_- 705 
$20,000 under $25,000 : 139, 837 168 
$25,000 under $30,000 : 83, 645 | , 946 
$30,000 under $40,000 91, 105 | 53, 847 
$40,000 under $50,000 ; e : 45, 357 27, 646 
Total number carning $20,000 to $50,000- 359, 944 

$50,000 under $60,000 ? 25, O64 
$60,000 under $70,000 15, 535 
$70,000 under $80,000 9, 995 
$80,000 under $90,000 : 7, O83 
$90,000 under $100,000 é ; 
$100,000 under $150,000. 
$150,000 under $200,000 
$200,000 under $250,000 
$250,000 under $300,000 
$300,000 under $400,000 
$400,000 under $500,000 
| $506,000 under $750,000 

$750,000 under $1,000,000 

$1,000,000 under $1,500,000 

$1,500,000 under $2,000,000 

$2,000,000 under $3,000,000_- 

$3,000,000 under $4,000,000 

$4,000,000 under $5,000,000 

$5,000,000 or more 





Total number earning $50,000 and above 83, 101 


Grand total (earning more than $10,000) 1, 378, 228 
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Rangers of civilian income by salary brackets of $10,000 per year and up based 
upon adjusted gross income reported to the Internal Revenue Bureau—Con. 








1951 
oe = -_ ! 

| Number 

| Total | of returns 

Adjusted gross income classes ‘co (salaries 

on iieondieas — = and wages) 

_— 2) 

I es Ce ee } 278, 048 | 208, 946 
RB ES eS LE a Re: 195, 461 139, 069 
24 | $12,000 under $13,000______-_- CS er ae se svesewnnel 149, 769 102, 972 
a cng then cieeian aad nieca areeecedice | 115, 990 | 76, 492 
ES EE ST ee eee ee, 92, 642 59, 285 
27 | $15,000 under $20,000 ee AEES Hm. SU 295, 950 185, 295 
Total number earning $10,000 to $20,000___............----------- } 1 127, 860 772, 059 
ESSE SELLE AA OTL TTE ALTE 54, 77 95, 361 
29 | $25,000 under $30,000 ati pian % Ston® 93, 697 56, 492 
ST Sea ree eerie , 17! 60, 091 


a  cnpeumneeemnanaa 9, 670 | 30. 627 
Total number earning $20,000 to $50,000__............-...------ : 


| $50,000 under $60,000_________ 





Ay eee ET 97.351|  —«+17, 281 





33 | $60,000 under $70,000 - __ _- beehitien ee idaraiaetae’ se ‘ 16, 722 10, 579 
34 | $70,000 under $80,000 bile iihcctakcth alia cigs snare ee ERE ee 10, 657 6, 805 
35 | $80,000 under $90,000___....._....____-____-. RA 7, 416 4, 803 
36 | $90,000 under $100,000__._.__._._-_._____-__ Le SS wate doa aea entitled atte ‘ 5, 310 3, 378 
37 | $100,000 under $150,000_____.._____________- Re ee ae 12, 047 8, 362 
38 | $150,000 under $200,000 OS Se a, cal Ahan : AE) 4,008 | 2,776 
30 | $200,000 ander $200,000. .............................. SE OER | 1, 734 1, 209 
40 | $250,000 under $900,000. .......................-.. ee : 960 665 
41 | $300,000 under $400,000___ aS et ee PE Ts STE, ly 830 
42 | $400,000 under $500,000_.___.__________- ia iterate i egitdlieain 382 
43 | $500,000 under $750,000___.._...___.._.______- PROPS ie 389 
44 | $750,000 under $1, 000,000._._..____- PEE ES eS. tutte 134 
45 | $1,000,000 under $1,500,000____ aaa ie eae 77 
46 | $1,500,000 under $2,000,000 hearts bites , 45 
ES Oe eee 28 
48 | $3,000,000 under $4,000,000.__......._______ desde ss An 11 | 
49 | $4,000,000 under $5,000,000__.....______- a a ee Pe ina 5 
50 | ofS oS ee ea ae 5 

Total number earning $50,000 and above__.____......______-_---- 88, 111 

i 


Grand total (earning more than $10,000)__......._-_..-.-_.------ ‘ rt 614, 289 ee 071, "852 
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Mr. Buanprorp. Mr. Chairman, the next problem is the pay scale 
for enlisted personnel. Now, we have agreed to take out the over 35 
which doesn’t affect any enlisted personnel whatsoever. 

But we do have a problem with regard to the philosophy of this 
bill as contrasted with the philosophy of the Hook Commission. If 
you will look in your books, on page 45, you will notice that in the 
Career Compensation Act, the increments for enlisted personnel 

Mr. Gavin. What page! 

Mr. Bianprorp. Page 45. Dropped off for the private after 4 years 
of service. Dropped off for the private, first class, after 10 years of 
service, dropped off for the corporal after 14 years of service. 

Now, in this Career Incentive Act—and this bothers me—the in- 
crements have stopped off after 3 years for the private, after 4 years— 
after 3 years for the private, first class, for that matter, and after 8 
years for the corporal. 

Now, that just doesn’t look right if you are going to say that this 
follows out the theory of the Hook Commission’s original report, and 
the Career Compensation Act. 
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Now, the purpose is obvious; after a man has been a private for 
4 years or 3 years, if he isn’t up to private, first class, he is never going 
to make anything. 

And, of course, there are going to be people who are going to be 
reduced for disciplinary reasons or other reasons, and the : same thing 
is true with private, first class; after the man has been in the service 
3 years, he should be a corporal, and the same thing is true with a cor- 
poral, after 8 years, he certainly should be on his w ay up and not 
standing fast at that rank. 

On the other hand, the bill does show for comparison purposes a 
no-percentage increase for those years of service that I have 
mentioned. 

Now, we are going to face a problem in a few moments with regard 
to retired personnel as to whether we are going to give those who do 
not qualify under the Career Compensation Act a flat percentage 
increase. 

If we do give those people a flat percentage increase, such as 6, 7, 
or 8 percent, whatever the subcommittee decides upon, you could end 
up with people in the enlisted grades, particularly those people in the 
lower grades from technical sergeant and below, who would receive a 
6-percent increase, or 7- or 8-percent increase, while people under 
the Career eae Ie Act, under the Career Incentive Act, would 
receive no increase, if they were drawing retired pay. 

I am thinking, for example, of a technical sergeant. The E-6, 
where we give him the new pay of $273, but don’t carry the increment 
beyond that. 

Now, we may not want to do it because he is already getting an in- 
crease prior to that time on increments that are given to people with 
over 22 years of service. And that may be sufficient. But you may 

rant to consider two approaches. You may want to carry out the 
increases here at a minimum rate straight across the line, so that this 
comparison does not show goose eggs or, at the very least, you may 
want to at least give percentage increases on the same theory as pres- 
sent law, up to the time where the basic increments cease under the 
Career Compensation Act. 

I think the departments can work it out either way. It isa matter 
of policy as to how you want to decide or whether you want to do 
anything. It bothers me and I think it is a little difficult to explain 
that you have increased under this bill, the private with over 3 years 
of service from $91 to $98.80, which is a $7.80 increase or 8.7 percent 
increase, but beyond that you have given him no increase. 

What you have done is moved bac k the pay increase on the Career 
Compe! nsation Act, which was given for over 4 years of service, you 
have moved back to over 3 years of service. 

Mr. Kitpay. Captain Martineau, as I understand the situation, in 
all of the services it is not intended to retain persons who have not 
achieved this higher rank. 

Captain Martineau. I would like to modify that somewhat, Mr. 
Kilday. We are much too hard up for personnel today to say ’ that 
we would not be retaining them. We would retain them. But the 
theory of this Incentive Act as Mr. Blandford pointed out, is that if 
they are still in that grade with this excessive service so to speak, 
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that they would not be qualified, not be entitled to this incentive in- 
crease that we are giving them. 

We will retain them if they are still in this grade, and I think there 
will be relatively very few in those grades. 

Mr. Kirpay. That is what I was getting at, is the increased cost if 
we carried the scale. 

Captain Marrineav. I think the cost would be very small. 

Mr. Kitpay. Negligible. 

Captain Martineau. Yes. 

Mr. Kitpay. If conditions continue as they are now, it would be 
anticipated that carrying a percentage increase throughout the table 
would be negligible. 

Captain Martineau. That is right, sir. 

Mr. Kimpay. On the other hand, if we should reach a period, because 
of economic conditions in the country, where it would become more 
static, there would still be some incentive to retain—for that man to 
remain in the service. I can’t see much objection to carrying it 
through for psychological purposes if nothing else. 

Mr. Harpy. Take in the case of the private down there where he 
has an increase of $7.80. 

Mr. Kitpay. We have some tables prepared. 

Mr. Harpy. You do. 

Mr. Kinpay. Yes. 

Mr. Harpy. I was just thinking you would substitute that right 
straight across, put a zero; is that the idea ? 

Mr. Kivpay. To show a continuing increase. 

Off the record. 

( Discussion off the record.) 

Mr. Bianprorp. The idea would be—this would be my interpreta- 
tion and my suggestion—that, for example in the private, you gave 
him an 8.57-percent increase with over 3 years of service. Now, carry 
that 8.57-percent increase right straight across; in other words, you 
would have to increase the over 4 from $98.80 by 8.57-percent increase. 

Then carry that right straight across to the over 30 years of service. 

Mr. Harpy. You would have the same figure in total pay ? 

Mr. Bianprorp. No; there would be one increase. You would in- 
crease the $98 by approximately $8. That means that the—then it 
would be $106 right straight across. 

Now, in the private first-class, take your 8.33-percent increase, and 
carry that over to the $101, which would make that around $110, 
and carry that $110 on over 4, then you have to increase the $109 by 
8.33 percent, then that $117 by 8.33, then the $124 by 8.33, and then 
varry that right straight across as an 8.33-percent increase. 

Mr. Witson. Then you don’t have all those “goose eggs.” 

Mr. Buianprorp. That is right. 

Then you get down to the corporal with over 10, give him a 2-per- 
cent increase on $137, for over 10 years of service, give him a 2-percent 
increase on the over 12 which is $145, and give that a 2-percent in- 
crease, then give a 2-percent on the over 14, at $152 a month, and 
then carry that straight across, and then when you get up to the over 
18 they stop, the new one stops at $22.80, and that is carrying out 
the very theory that we are proposing here, that you continue the 
increase right straight across. 
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Mr. Harpy. You wouldn't make any change. 

Mr. Bianprorp. I wouldn’t have to. What that leaves you with 
are “goose eggs” for practical purposes, only for the under 2 years 
of service. 

Now, the Department, for reasons that I don’t understand yet, 
suggests an increase for the master sergeant with over 2 years of 
service, over 3, over 4, and over 6. 

I believe the net result is merely to give substantial percentage 
increases in a comparison basis but for dollar purposes it doesn't 
mean anything. 

Mr. Kinpay. Are there any questions about the proposal for the 
revision of these pay scales, or any other questions about the enlisted 
pay scales / ; 

Mr. Bares. Do I understand that anything over 2 years now would 
be at least 6 percent / 

Mr. Bianprorp. That is right, to make an increase compare with 
what people not retired under the Career Compensation Act would get. 

In other words, to make sense. 

Mr. Bares. That was the original objection I had to it when it was 
mentioned, 

Mr. Buanprorp. This remedies that. 

Mr. Bares. I wouldn't want to have some private down here who is 
practically an undesirable be getting an increase like this and having 
a man up here who is equally entitled to any increase be denied it. 

Mr. Harpy. What age, what year group, are you talking about 
specifically / 

Mr. Bianprorp. What Mr. Bates is talking about is say the career 
corporal who goes out with 30 years of service. And you have them, 
too, a man who never goes any higher than corporal in the Army and 
completed 30 years of service. 

Now, under present law he is drawing $152 a month, 75 percent of 
$152 a month. Now, you inight have somebody that retired prior to 
the enactment of the Career Compensation Act, who for reasons | 
couldn’t explain right now might be drawing pay under the Pay Re- 
adjustment Act of 1942 because it might give him a dollar more that 
way. Now, we are going along and increase his pay by whatever 
percent the committee agrees upon, let us say it is 6 percent, but we are 
not increasing this career corporal with over 30 years of service who 
is drawing retired pay. 

Mr. Harpy. How are you going to fix that? 

Mr. BLanprorp. We would stretch these increases out all the way 
across the line so that each one would reflect a 7.14-percent increase. 

Mr. Witson. You were talking a little bit earlier about extending 
this corporal 2.4 percent across the board, but you actually are going 
to have a minimum of at least 7, you say. 

Mr. Bianprorp. It would have to be a minimum in order to jibe 
with the 6-percent increase. 

Mr. Harpy. Wait a minute. If you take a 2-percent increase in 
each of those years, by the time you get over to 30 

Mr. Bares. It is a one-shot affair. 

Mr. BLanprorp. It won’t be 2 percent actually. What it will boil 
down to will be this: Take the corporal with over 10 years of service. 
Now, under this original proposal he received no increase, his present 
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pay is $137.50, and if this were enacted into law he would continue to 
draw $187.50. Now, what the Department recommends is that that 
individual receive a 13.38-percent increase. 

Mr. Harpy. At 10? 

Mr. Bianprorp. Over 10 years of service. That would take his pay 
up to$156a month. Then they increase it to $159 a month, which isa 
10.09-percent increase, then they increase it over 14 to $163.80, which 
is a 7.14-percent increase, then they keep that $163.80 right straight 
across the line. 

That means that if you have anybody—any enlisted man who is re- 
tired in that group who is drawing retirement pay, he would be in the 
same position as anybody who was not drawing retirement pay under 
the Career Compensation Act who gets a 6-percent increase. It is to 
prevent the very slight possibility, but nevertheless the unfortunate 
situation that might arise where a man not drawing the pay under the 
Career Compensation Act would end up with a handsome increase com- 
pared with a man being paid under the Career Compensation Act 
who would get nothing. 

Mr. Wurson. Take the scale for staff sergeant with over 22 years of 
service, it is conceivable you would have a lot of men of that rank 
and that amount of service. 

Under this scale they would get 2.4 percent increase in retirement. 
You are going to change that also, aren’t you, to a minimum of 

Mr. BLanpForD. In that case it would be minimum of 8.63 percent. 

Colonel Corsrn. I might point out that on these scales we didn’t 
use percentages, we used incentive increments and then added those. 

Mr. Kirpay. I think the proposal is reasonable and it would avoid 
a lot of difficulty. 

Captain Martineau. I would like to point out that by following 
this procedure that has just been discussed by Mr. Blandford, we would 
then be following for the enlisted man exactly the same pattern that 
we followed for the officers. ns 

In other words, it would be consistent with the Hook career pattern 
which this present pay table unfortunately has departed from. 

Mr. Harpy. In the unlikely eventuality that the retirement increase 
would exceed 6 percent you would still be in line. 

Mr. Bianprorp. I think you would have 1 percent leeway. 

Mr. Miter. Is the corporal over 10 to 14, that incentive hump has 
come in early, going to be—— 

Mr. BuanpForD. Not in the corporal grade. You might get it up in 
our staff sergeant and technical sergeant, but that is well taken care of 
here. 

Mr. Mitter. You see the corporal has gotten his incentive increase 
back in his fourth year. 

That isn’t going to affect the corporal. 

Mr. BuianpForp. No. I say no, the number of corporals that are 
affected you could count on your left hand, I am sure. 

Mr. Wirson. This is a two-way incentive bill, it is an incentive to 
keep men in the service and also to get them to work their way up. 
If we start patting them on the back, raising them no matter whether 
they increase in grade or not, it is going to work against the very ideals 
of this bill. We are trying to make it possible for the men who are 
in it for a career to step on up. 








fir 
to 


pl 
mi 
di 


to 
pa 


tic 
th 


th 
of 
at 
sis 
th 
th 


ha 


ch 


we 
sa) 





719 


Mr. Bianprorp. Of course, you have that problem and that was the 
first thing that faced this drafting committee, just what are we trying 
to accomplish here ¢ 

You want to make an incentive big enough so that a man wants 
promotion. We want to get away from this idea that you get paid 
merely on length of service, and I think this proposal w hich is one of 
diminishing returns does accomplish that. Don’t you agree? 

Mr. Gavin. Mr. Chairman, you feel, too, that we want to get back 
to the basis that the Hook Commission report in developing these 
pay scales 

Mr. Kinpay. That is true. Primarily that we not make a distinc- 
tion between the officers and the enlisted men in that regard. It does 
the same thing for the enlisted man. 

Mr. Gavin. I think it is fair and equitable. 

Captain Martineau. By doing this we would be consistent with 
the Hook pattern and we would still be consistent with the principle 
of the Career Incentive Act because there this Career Incentive Act 
at a certain point has put an additional ingrade increase. To be con- 
sistent with the Hook pattern and to follow what we have done for 
the officers we should at least have the normal ingrade increase 
through the remainder of the Hook pattern. 

Mr. Kixpay. Is there objection to doing that on the scale that we 
have here ¢ 

Mr. Witson. I wonder if we might have a statement of what the 
change in this scale might mean in dollars ? 

Is it possible you have extended that / 

Captain Martineau. I could only make a guess on that, sir. I 
wouldn’t like to guess. We can get it to you ‘by tomorrow. I will 
say this, it will relativ ely be very small. 

‘Mr. Buanprorp. If it costs in excess of $3 million I will be amazed. 

Mr. Wirson. Allright. Youcan forget it as far as I am concerned. 

Mr. Bianprorp. Now, Mr. Chairman, the next problem is page 3 

Mr. Kitpay. Perhaps—this is the last pay scale in that table / 

Mr. Bianprorp. Yes. 

Mr. Kitpay. Perhaps, we ought to give some consideration to knock- 
ing off pennies or making it divisible by 30 or something. I think we 
will save this additional expense in the finance office if we can give 
them a little easier mathematical table. 

Mr. Bianprorp. We don’t have that problem— let me put it this 
way, I remember the problem in the Career Compensation Act. But 
let me read the present pay scales to you. 

Enlisted people, for example, I will just run down this over 12 
scale, right straight down E-7 to E-1, $244.61, $214.03, $191.10, $168.17, 
$145.24, $124.80, $98.80. 

In other words, they have had no problem ever since in 1952, when 
we gave them that 4-percent increase. That distorted the thing no 
end, and they have no problem with it. I am trying to straighten 
this thing out for pennies. 

What we tried to do if I recall correctly in the Career Compensa- 
tion Act I think we saved $2 million by dropping everything below 
50 cents, and ever ything over 50 cents we made an even dollar. 

Mr. Kiwpay. What do you think, Captain, what is the experience of 
the Department ? 
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Captain Marrrneav. I have heard the opinions expressed by the I 
finance people, Mr. Chairman, that it is very important that this clat 
thing be divisible by 30 if it is at all possible because they say it costs the 
the Government a lot of money in bookkeeping and audit difficulties. ( 


Mr. Bares. You see there 1s no way you can figure payday, either ame 
you have the tables or you don’t know. That is the situation here. aun 
In the old days we could figure right from the base pay, if we knew the \ 


rank and number of ye: urs of service. isa 
It seems this suggestion is areal good one. You mess around with It t 
those pennies and you are in trouble. \ 
Captain Marringav. They don’t mind the pennies, as long as it cla 


comes out in the even pennies. 
Mr. Bianprorp. May I suggest that we work this out on a $30, $60, 
$90 basis ? 
Mr. Kitpay. Not unless the dollars were also durable. 
Mr. Bares. If you would ask me, I would eliminate the pennies. 
Captain Martineav. Even dollars? 
Mr. Bares. I would. 
Captain Marrimneav. Then you would come out with fractional 
pennies. 
Colonel Corsrx. Speaking about the 30 days, sir. 

Mr. Branprorp. This pennies thing becomes mighty important 
when you are down around $98.80, and you add 20 cents to that. 

Colonel BrrinckMANN. We have overcome it in the Army by not 
paying that last fractional dollar part. We just keep carrying the 
odd amount forward. We pay to the nearest dollar in actually making 
the disbursement. 

Mr. Bares. But in your computations you use the pennies. The 
only difference is you don’t pay. Which is quite a bit different from 
the point we are discussing here. 

The next pay day you get what you don’t give them now. That is 
a different point. You have two problems. One is the computation 
and the other is the payment of it. 

Colonel BrrnckmMann. When you consider the allotment deduc- 
tions, you are right back into the penny problem. 

Admiral Grenrett. You have the problem of adding subsistence 
and quarters allowance. 

Mr. BLanprorp. Subsistence is $47.88 a month now. Actually, the 
problem has been compounded so that I don’t think this is going to 
add to it. 

If you started fiddling with dollars, I think you are going to be 
involved in a distortion of these scales. 

Mr. Bares. You can’t change those. 

Colonel BrrinckMANN. It is too much of a problem. 

Mr. Bares. Let it go. 

Mr. Kinpay. Does the Department feel that we should just go 
ahead with that which we have worked out rather than going back and 
reevaluating it 

Captain Marringav. Yes. 

Mr. Kinpay. Proceed. 

Mr. Buanprorp. May I call the committee’s attention to this rather 
novel way of writing legislation. This is a new theory, apparently, 
that has been developed i in the Department of Defense. I have never 
seen it before. Everything from here on out is going to be clauses. 
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If you want to refer to anything now you have to refer to it as a 
clause. You have section 2, and under that you have clauses 1, 2, all 
the way up to 15, I think they go. 

Captain Martineau. The purpose there: Everything in section 2 
amended the Career Compensation Act and the remaining sections 
amended other acts. 

Mr. BLanprorp. We used to work in subsections but that apparently 
is an unpopular method of doing business now. | 
it to the subecommittee’s attention. 

Mr. Kintpay. I guess we—I don’t remember ever citing any statutory 
clause. . 

Mr. Bianprorp. I don’t either. 

Mr. Kitpay. We have section 6 (A) (4) (b) 

( Discussion off the record. ) 

Mr. BLaANpForD. Section 2 is merely a redesignation, clause 2. I 
mean. 

Clause 3 is the aviation cadet. 

Mr. Kitpay. I think we understand that thoroughly. The proposal 
is to pay the aviation cadet one-half of the pay of the second lieutenant 
plus one-half of the incentive pay of a second lieutenant. 
any objection to it ? 

Mr. Witson. Why don't we say, Mr. Chairman, something about 
incentive pay in there? Is it necessary 4 

Mr. Buanprorp. That is covered. 

Mr. Kitpay. It is in this other subsection. 

Mr. Bianprorp. Covered under incentive pay, special provision for 
aviation cadets ¢ 

Mr. Kitpay. Without objection this clause will be approved. 

Mr. Buanprorp. In clause 4, that is merely technical as far as A, 
3, and C are concerned. D, is adding 3 new types of special pay. If 
you will recall the low-pressure chamber inside observer, then the 
human acceleration or deceleration experimental subject: and duty 
involving the use of helium-oxygen for a breathing mixture in the 
execution of deep-sea diving. 

Mr. Kitpay. I hope so. 

Off the record. 

(Discussion off the record.) 

Mr. Kinpay. Isthere objection to these provisions / 

( No response. ) 

Mr. Kitpay. If not, we will move on. They are approved. 

Mr. Bianprorp. Clause 5 is incentive pay. The only suggested 
change in incentive pay is to correct the incentive pay for warrant 
officers in view of the change that we have made in the pay scale for 
warrant officers. 

Under the bill warrant officers with a W-2 with over 14 years of 
service, would get $135 a month instead of the $130 a month that is 
in the present bill. And then over 22, the W—5 would get $140 instead 
of the $135 that is in the present bill. I think those are the only 
changes in there. 

Colonel Corein. That is right. 

Mr. Buanprorp. That is to make this incentive pay correspond to 
the pay scale we adopted for the warrant officers. Mr. Hardy. Then 
W-2 and W-3 over 14 years would receive the same incentive pay ‘ 
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Mr. Harpy. W-3 and W-—4 over 14 years service would receive the 
same ¢ 

Mr. Bianprorp. W-3 and W-4, no. W-3 would get $140 and W-4 
would get $155. 

Mr. Harpy. Are we looking at the incentive pay for hazardous duty ¢ 

Mr. Bianprorp. Yes. It calls for $155 for over 14. 

Mr. Harpy. How about the W-3? 

Mr. Buanprorp. That would go from $135 to $140; that is right. 
There is only a $5 difference in there. 

Mr. Kixpay. This adjusts on a percentage basis. 

Mr. Bianprorp. That is exactly right. 

Mr. Kupay. To the new pay scale we adopted for warrant officers. 

Mr. Buanprorp. Yes. 

Mr. Kiipay. Without objection, the new table will be substituted 
for the one in the bill. 

Colonel Corsin. As far as those changes in the enlisted men in—are 
concerned, the multiplying percentages will change those tables 
slightly, too. 

Mr. Kitpay. Do you have that prepared ? 

Colonel Corsin. No. 

Mr. Kitpay. You will prepare that? 

Colonel Corsrn. Yes, sir. 

Mr. Bianprorv. Will that end up in a substantial difference there, 
Colonel ? 

Colonel Corpixn. No; not substantial. 

Mr. Bianprorp. You are doing this in $5 increments ? 

Colonel Corsrn. At the end it comes out with one $5 change. 

Mr. Bianprorp. Then, Mr. Chairman, I suggest that we strike out 
the over 35 in incentive pay to be consistent with our previous action. 

Mr. Kitpay. Without objection, that will be done. 

Mr. Bianprorp. The next is clause 6, which is other incentive pay 
other than flight and submarine pay, which is given a straight 10- 
percent increase. 

Mr. Kinpay. Is there any objection or discussion on that? 

Mr. Gavin. I move it be adopted. 

Mr. Kitpay. Without objection it will be adopted. 

Mr. Bianprorp. Clause 7 is merely the repeal of the prohibition 
against aviation cadets drawing flight pay. Now that we are giving 
them flight pay we have to repeal the provision that says they can’t 
have it. 

Mr. Gavin. I move its adoption. 

Mr. Kixpay. Without objection, it will be done. 

Mr. Bianprorp. Clause 8 is divers pay again, and salvage pay, and 
straight pay for diving. 

Mr. Kitpay. Without objection it will be agreed to. 

Mr. Buanprorp. 205 (b) is a continuation of diving pay. 

Mr. Kirpay. Without objection, that is agreed to. 

Mr. Bianprorp. Clause 10 permits salvage pay and helium-oxygen 
pay to be paid simultaneously, previously barred under law. 

Colonel Wetts. They couldn't get the $50 diving pay plus the $30. 
They had to take 1 of the 2. 

Mr. Wirson. Off the record, please. 

Mr. Kinpay. Yes. 

(Discussion off the record.) 
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Admiral Grenret.. They will get the $5.50 an hour, helium-oxygen 
$55 for the monthly pay; they get that added $5.50 an hour for 
salvage pay. 

Mr. Bates. They won’t get the footage with this? 

Captain Martrngav. I think I can simplify this thing here, Mr. 
Bates: All divers, all qualified divers of whatever category when they 
perform salvage, actual salvage and repair operations, according to 
the requirements of this section, they will be entitled to the $5.50 an 
hour. That is all divers. 

Now, in addition the helium-oxygen divers, if this is enacted, will 
be entitled to the special incentive pay of $55. The other divers 
who are not qualified for helium-oxygen will be entitled to the $5.50 
to $33. It boils down to that. 

Mr. Bates. How about boiling down the footage? 

Captain Martineau. The footage is a part of the $5 to $30. 

Mr. Bates. What? 

Captain Martineau. The footage pay is according to Secretarial 
regulations. You see the Secretary could come out and say for divers, 
“all you have to do is be a diver and I will give you between $5 and 
$30.” But he doesn’t say that, he says, “you have to be a diver and 
you must also dive and we will pay you so much per foot for these 
practice dives that you take.” 

Mr. Bares. That is the 20 to 30? 

Captain Martineau. $5 to $30. 

Mr. Bares. $10. How about section C, for the helium-oxygen, 
again? What happens there? 

Captain Martineau. Section C, they are going to be given now 
under this bill, the higher pay. They are going to get $55 a month 
due to the greatly increased hazard of helium-oxygen diving. 

Mr. Bates. No footage? 

Captain Martineau. They will not be entitled to the $5 to $30 
pay. 

Mr. Bates. I understand that. But no footage? 

Captain Martineau. No footage; that is right. 

Mr. Wison. Seriously, since there are so few men covered here, why 
wouldn’t it be possible to cover them under a large payment such as 
you give aviators and cover all the men who might conceivably be 
performing duty under that, instead of having such a complicated 
system. Is it necessary in order to induce the men to perform this 
work ? 

Captain Martineau. This salvage work is tough work and they 
want to have an incentive. Because when there is a salvage job on, 
that means working for a period of hours down there. It is hard 
work and it is risky work, and if there is a little money incentive there 
is something for the guy to hang out an hour longer, half hour, to get 
the job done. So it would be unwise in my opinion to remove this 
salvage pay. 

Mr. Bares. You don’t know if he is stalling down there or not, do 
you? 

Captain Martrngav. You don’t stall down there, Mr. Bates. 

Mr. Gavin. Why don’t you break this diving down into the various 
categories, what they will receive, make it specific so everybody will 
understand it, and put it in the record ? 
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Captain Marrrneav. I think that would be an excellent idea, Mr. 
Gavin. And to accomplish that we will simply put a copy of the 
secretarial regulations into the record. 

(See pp. A-4202 and A-4203 BuPers Manual attached.) 

A-4202. Diving Pay (Change Ne. 4) 

(1) An enlisted man who is designated a master diver, diver first class, a 
salvage diver, or a diver second class, in accordance with part C of this Manual, 
shall receive diving pay in addition to the pay and allowances of his rating and 
service as follows: 

(a) Master divers.—$20 per month as long as designated as such and detailed 
or assigned to the duty of diving; plus 5 cents per foot of total depth for dives 
over 120 feet, or equivalent pressure, but not to exceed $10 per month. 

(b) Divers, first class.—$15 per month as long as designated as such and 
detailed or assigned to the duty of diving; plus 5 cents per foot of total depth 
for dives over 120 feet, or equivalent pressure, but not to exceed $15 per month. 

(c) Salvage divers.—$12 per month as long as designated as such and detailed 
or assigned to the duty of diving; plus 5 cents per foot of total depth for dives 
over 120 feet, in emergencies when permitted by the senior officer present as 
provided for in part C of this Manual, but not to exceed $18 per month, Salvage 
divers will not be paid extra monthly pay in excess of the number of salvage 
divers authorized by the Chief of Naval Personnel for the particular ship, station, 
or activity, except when vacancies exist in the authorized allowance of divers, 
second class, when excess salvage divers may be paid extra monthly pay in 
numbers equal to 50 percent of such vacancies. 

(d) Divers, second class—#10 per month as long as designated as such and 
detailed or assigned to the duty of diving; plus 5 cents per foot of total depth 
for dives over 120 feet, in emergencies when permitted by the senior officer present 
as provided fer in part C of this Manual but not to exceed $20 per month. This 
extra pay will accrue to divers, second class, only while regularly attached to a 
ship, station, or activity in which divers, second Class, are authorized by the 
Chief of Naval Personnel. The number of such divers, second Class, drawing 
this extra pay must not exceed the number of divers, second class, authorized 
for the particular ship or station, except that when vacancies exist in the allow- 
ance of master, first class, or salvage divers authorized, excess divers, second 
class, may be paid extra monthly pay in numbers equal to such vacancies. 

(2) Officer and enlisted personnel who are entitled to receive basic pay and are 
employed as divers in actual salvage or repair operations in depths of over 
90 feet, or in depths of less than 90 feet when the officer in charge of the salvage 
or repair operations shall find that extraordinary hazardous conditions exist, 
Shall, in addition to basic pay, be entitled to receive the sum of $5 per hour for 
each hour or fraction thereof while so employed. This sum in the case of enlisted 
persons, shall be in addition to the amounts authorized in paragraph (1) above. 
ixtraordinary hazardous conditions shall be deemed to exist when : 

(a) Dives are made inside a sunken vessel or craft, including aircraft. 

(b) Dives.,are made alongside a wreck where jagged plating, debris, or other 
wreckage may tend to cut the hose lines or to tear the diver’s dress. 

(c) Dives are made in the open sea under adverse weather conditions 
presence of a heavy ground swell or strong undercurrents. 

(d) Dives are made in waters exposed to imminent enemy attack. 

(e) Live explosives are handled under water. 

(f) Dives are made inside the ballast tanks of a waterborne submarine when 
entry is gained from the outside and below the waterline of the submarine. 

(3) In other conditions considered by the officer in charge as equally hazardous 
as those mentioned in (2) above, the facts shall be presented to the Chief of Naval 
Personnel for determination in each case. 

(4) No member of the naval service shall be entitled to receive diving-duty 
pay in addition to incentive pay authorized in section 3 of this chapter. 


(5) The President may, in time of war, suspend the payment of diving-duty 
pay. 
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Mr. Bianprorp. Then nobody will understand them. 

Mr. Witson. Do the divers understand them? 

Captain Martineau. Yes. 

Mr. Kitpay. They know what you are going to get and anybody who 
is willing to do that diving, I am willing for him to have it. 
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Mr. Witson. Lam, too. But it just seems too complicated a way of 
arriving at this additional pay. 

Mr. Kitpay. Let us move on. 

Mr. Bianprorp. Clause 11 is the increase in per diem from $9 to $12. 

Mr. Kitpay. We realize that this will be coordinated with the civil- 
service pay. By the time this gets through the Senate that will surely 
have had its test. 

Without objection we will approve the provisions for the increase 
in per diem. 

Mr. Buianprorp. Clause 12 is the dislocation allowance and this 
clause, of course, is the one that you have previously discussed and may 
wish to impose certain restrictions on so there will not be—— 

Mr. Kitpay. I feel if for no other purpose than to impress on the 
Department the concern of Congress about the many changes of sta- 
tion, that we should put a limitation on this. 

Of course, I realize the argument that if you put the limitation, he 
is going to have to go and you may not be giving him the money. But 
I don't believe that is the way the Department would administer a pro- 
vision of this kind to carry out the intent of Congress. 

I feel that in a period of national emergency hereafter declared, I 
say that because we are in the tail end, I hope, of the present national 
emergency, that there should be no restriction on the Department, 
because in the event of national emergency the question of costs be- 
comes secondary. 

I think we should agree on what period of time we would regard as 
the normal tour of duty toward which we are working, whether it 
should be a year, a year and a half or what it should be, and then any 
move in excess of that would be on approval by the Secretary of the 
Department concerned. 

Mr. Wiuson. That doesn’t seem like much of a limitation. 

Mr. Kitpay. That is quite a limitation. When you put a limitation 
requiring approval by the Secretary it becomes a very practical thing. 
It moves from the military level in the Department to the secretarial 
level. And it requires a specific accounting to go from the military 
level to the Secretary's level and it becomes a real substantial limita- 
tion. 

It is much more than it would seem to be on the surface. 

Captain. Marringav. Your feeling there, Mr. Chairman, am I cor- 
rect, you are considering placing a limitation on the number—on the 
minimum number of moves that can be assigned to an individual in 
the armed services, if he is going to receive this allowance. And if the 
circumstances are such that it requires him to move more frequently, 
then it will require specific secretarial approval ? 

Mr. Kiupay. That is right. 

Mr. Harpy. I don’t understand that—— 

Mr. Kitpay. I understand that there is concern in the services with 
reference to the school program. I don’t feel that we should do any- 
thing that would handicap or in anywise militate against the continu- 
ation of the school system in the various services. And, of course, some 
of these courses are for a period of time less than either a year or a year 
and a half. So that any limitation I believe should exclude moves to 
those schools. 
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Mr. Gavin. But on the basis on which you are establishing it now, 
it would be on the secretarial level for his discretion in reaching a de- 
cision on the matter; is that right? 

Mr. Kixpay. I didn’t hear you. 

Mr. Gavin. Putting it on a Secretary’s level, when these various 
matters come up on transfers, and reassignment of the individual, it 
would then go up to the Secretary’s level, it would be his discretion as 
to whether or not he would receive it. 

Mr. Kizpay. That is right. 

Mr. Bares. I don’t know how this would work. How would it get 
to the Secretary? Would it be a claim on the part of the individual 
after the fact, or before the fact ? 

Mr. Kixpay. It would be before. 

Mr. Bares. Would it require a set of orders to be written? 

Mr. Kitpay. That is right. 

Mr. Bares. Of course, we don’t have the language for this thing, a 
set of orders could be written for the person to perform the travel and 
be dislocated which would have no bearing on this. The only impor- 
tant thing, the only restraint actually you are making is the question 
of funds here. Of course, you want to discourage them from writing 
orders. 

Mr. Kizpay. I said in the beginning that it would be possible and 
could be argued that the individual would be the one to suffer. But 
I don’t believe it would be administered that way. 

Mr. Witson. What if a man were transferred within a minimum 
time, and subsequent to his transfer within a 6 months’ period he 
became wounded or injured, and was retired out of service? 

Mr. Buanprorp. It wouldn’t cover him. 

Mr. Witson. As a matter of limitation what if we made it any 
thing over 1 move in 1 calendar year or 2 moves in any 3 calendar 
years. That would be somewhat of a limitation against frequent 
moves. 

Mr. Buanprorp. That would be a tremendous problem. You would 
be trying to anticipate 2 fiscal years. 

Captain Martineau. At best this is really going to complicate the 
detailing problem. I certainly see what you have in mind. 

Mr. Kitpay. I know it is. 

Captain Martineau. But 1 a year might be able to be handled if 
you followed your suggestion as to excluding schools. Because we 
do have schools of 6 months’ duration. War college schools last. about 
10 months. I would suggest there that we look into the idea of 
excluding schools of over 20 weeks’ duration. 

Mr. Kirrpay. That is right. 

Mr. Buanprorp. That is not a permanent change of station, if it is 
Jess than 20 weeks. 

Captain Martrngav. That is right. 

Mr. Bianprorp. So you have no problem to start with. 

@aptain Martineau. But if this will exclude courses of people 
ordered to school—courses of more than 20 weeks’ duration, then the 
man going to a 10 months’ school or 9 months’ school, which is a 
permanent change of station right now—and should be—would be 
entitled to this allowance. 

Mr. Gavin. That is a matter, as the chairman points out, that 
would be left for discretion at secretary levels. 
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Pee 0c 4 Martineau. Yes. Of course, you could not mention any- 

hing about it, and let the Secretary do all that. But it would remove 
a certain administrative load that we can foresee in advance. 

Mr. Kitpay. How far in advance does a man know he is going, say, 
to the war college? 

Captain Martineau. For the Navy, the selection was made and the 
orders were issued in January, for the schools commencing in August. 

Those people, of course, will not detach from their present station 
until along about July. Then it will be determined how much leave 
they can have and still get to the school, depending on their location, 
the nature of their present duties. 

Mr. Kirpay. I think that the school system is of such value to all 
of the services that if there is a limitation, it should be made clear 
that the school is not to be affected by it. 

Mr. Bares. Would this be the date of the orders, the receipt of the 
orders, time you commence the travel, time you complete the travel ? 

A lot of times you have orders 6 months in advance of travel. 

Captain Martineau. I would say the date of carrying out the 
order. 

Mr. Kitpay. That is right. 

Mr. Bares. Actually leave? 

Captain Marringrau. We would—— 

Admiral Grenretu. That happens, too. 

Mr. Buianprorp. May I suggest this language as a possibility ? 

On page 6, after line 17, it w vould read as follows : 


However, the member is entited to only one payment of a dislocation allow- 
ance for a permanent change of station, 


Strike out the period and add the following : 


During any fiscal year, except upon a finding by the Secretary of the Depart- 
ment concerned that the exigencies of the service require more than one perma- 
nent change of station during any fiscal year, provided that such limitation 
upon the payment of a dislocation allowance shall not apply to members of the 
uniformed services ordered to service schools as a permanent change of station, 
provided further that this limitation shall not be applicable in time of war or 
national emergency hereafter declared. 

Mr. Kitpay. Let me suggest at this point that you dress that up 
and make enough copies for the members of the services and the 
committee, and we will mull over it. 

Mr. Buanprorp, All right, sir. 

Mr. CHaAtrMAN. We will work on that, and if we can finish this 
bill today, we can get a committee print out this afternoon, so you 
will have time tomorrow morning to look at it. 

Mr. Witson. I move we adopt this amendment subject to polishing 
it up. 

Mr. Kixpay. Let us let it stay that way 

Mr. Buanprorp. I can fix that up. Clauses 13, 14, and 15 is this 
reelection clause and that is the one that I think is going to get you 
in difficulty if you keep it in the bill. 

Mr. Gavin. Do you think that this, Captain, would confuse the 
flexibility of your present setup to any great extent / 

Captain Marrerav. It is going to make it a little less flexible, ssa 
there are some who might argue . that that is desirable. I would sa y 
within the year, with the “out” of Secretarial approval for ae 
cases for less than that, I think it would work. I know it will. 











Mr. Gavin. Something of this nature would make them realize that 
they should seriously consider these transfers and not just up and 
decide to transfer somebody that all circumstances surrounding the 
individual’s case should be taken into consideration before they move, 
at the whim of some officer 

Mr. Kitpay. I would hope that it would work out to where normal 
changes of station would take place at the end of the school year, and 
have a man reestablished in his new location by the beginning of the 
next school year. And those things that become necessary “outside 
of such a regular pattern could ‘be handled by approval by the 
Secretary. 

Mr. Bianprorp. May I suggest this language to see what the sub- 
committee 

Mr. Gavin. Before you get into that, right at that point, Russ, 
let me ask, how far in advance is a man notified of his transfer? 

Admiral GRENFELL. Normally a couple or 3 months, if it is pos- 
sible. When the commanding officer gets sick or something, or if 
we have to have immediate relief, then he gets very short notice. In 
general they try to give all officers, for instance, notice in advance 2 
or 3 months so he can do something. 

Mr. Bares. I was alerted on Saturday for shipment Tuesday, at 
one time. 

Mr. Kixpay. I can’t believe that we ever intended to have people 
electing every few years. We changed the retirement system in 1949 
and I think it was entirely proper that we give the man a right to 
elect which law he wanted to come under. But I know that it created 
a great amount of uncertainty in the minds of every retired person 
when he got the estimate of where he stood under the old law and 
where he would stand under the new, they didn’t want to believe 
it when they came in, and some just hung on until the last minute. 

Mr. Gavin. They were all officially notified. 

Mr. Kinpay. Yes. 

Mr. Witson. They were told that there would be no re-elections ; is 
that right? 

Mr. Bianprorp. Yes. You know this is a guessing contest with 
the Internal Revenue Bureau, too. Because if I recall correctly, 
people who wait to make their election, who have an increase per- 
mitted to them, can get paid retroactively to October 1, 1949, and a 
lot of them have tried to second guess what the tax structure is going 
to be, because the amount they receive in any lump sum in any one 
year is taxable in that year. 

Mr. Kivpay. Off the record. 

( Discussion off the record.) 

Mr. Kivpay. Is there objection to striking out these provisions and 
consider a proposal for a percentage increase for those retired other 
than under the Career Compensation Act ? 

(No response. ) 

Mr. Kivpay. If not, they will be stricken. 

Mr. Witson. Did you say A, B, and C# 

Mr. Kiipay. Yes. 

Mr. Buanprorp. In that connection here is the language for the 
subcommittee. That would be a separate section. That would become 
section 3, and the other sections would be renumbered. 
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Mr. Kitpay. The language proposed here is members and former 
members of the uniformed services who are entitled to receive retired 
pay, retirement pay, retainer pay, or equivalent pay under laws in 
effect prior to October 1, 1949—that is the effective date of the Career 
Compensation Act—shall be entitled to an increase of blank percent 
of such retired pay, retirement pay, retainer pay, or equivalent pay. 

Mr. Gavin. Does that cover it to your satisfaction ¢ 

Mr. Kivpay. That would take care of it. Those who retired subse- 
quent to the Career Compensation Act would draw pay under the 
Career Compensation Act. Those retired under any provision of law 
prior to that time would get a flat percentage of increase, whatever 
percent we decided. 

Mr. Witson. What is the minimum as it will appear in these new 
scales, percentagewise, for those who are covered by the Career Com- 
pensation Act. 

Colonel Corsin. The minimum will be zero percent in the under 
3 for officers, under 2 for enlisted. 

Mr. Bares. Other than that? 

Colonel Corsin. Other than that as we have revised them it will be 
6.07 percent. 

Mr. Hepserr. That is for all uniformed services ¢ 

Colonel Corsix. 1 might add we haven’t proposed a revision in 
the officers scales but in the adding ef an increment on the officer scale 
of $7.80, from the 3 years in the upper left-hand charts, adding one 
increment in there it raises them all to about a 7 percent increase 
and will have the same effect as the enlisted scale. 

Mr. Bianprorp. Can you say safely that a 7 percent increase for 
all retired personnel would correspond with the Career Incentive Act ? 

Colonel Corprn. No, 6 percent. 

Mr. Buanprorp. It would have to be 6 percent. 

Colonel Corpin. Yes. 

Mr. Kinpay. I think 6 percent is the proper figure. 

Mr. Buanprorp. How much has the cost of living gone up since 
October 1, 1949 ¢ 

Colonel SrepHens. About 13 percent. 

Mr. Bianprorp. Thirteen percent / 

Colonel Sreruens. It is fluctuating by a tenth of 1 percent, but it is 
about that. 

Mr. Bianprorp. We gave a 4 percent increase in 1952, if we give 
a 6 percent, it would be strictly a cost of living. It would still be 3 
percent under. 

Colonel Corprn. It would be 10.2 percent. 

Mr. Gavin. Where did you obtain those figures ? 

Colonel SrerHens. Department of Labor statistics, sir. 

Mr. Kitpay. I think 6 percent is reasonable. 

Mr. Witson. Seven sounds a lot better to me. 

Mr. Kirpay. I think we have to remember that you are not doing 
any service to the retired people if you get the percentage unrealistic, 
or you make the burden too heavy, because sooner or later it is going 
to be revised and somebody will take a meat ax to it. 

Mr. Harpy. I move we settle on 6 percent. 

Mr. Hererr. Does this include disability retirement ? 

Mr. Bianprorp. Everything. 
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Mr. Bares. Second the motion, Mr. Chairman. 

Mr. Kitpay. Those in favor signify by saying aye, contrary, no, 
the ayes have it. 

Mr. Buanprorp. Now we have another very serious problem, serious 
to this extent: 

We have people who have been retired for disability as a result 
of say—let me say combat in Korea or training accidents or any num- 
ber of causes who are first lieutenants, some captains, with less than 
3 years of service. 

Now, the way this bill is written, these people receive no increase. 
The same thing is true for maybe a handful of enlisted personnel 
who are drawing retirement pay rather than benefits from the VA. 
I can’t comprehend anybody doing that, but their may be some cases 
where senatiody is drawing under the Career Compensation Act and 
not under the VA. 

On the other hand, we have just adopted a 6- -percent increase for 
all people retired under laws other than the Career Compensation Act, 
and yet for everybody since October 1, 1949, there has been no choice, 
they have had to go out under the ¢ Career Compensation Act. 

Now, the man that—and the Department brought this to our atten- 
tion, it was an oversight on their part, as a matter of fact, which was 
brought to our attention as soon as they recognize it. 

They brought it to our attention in a letter from Mr. Burgess to 
Mr. Kilday. 

You have people retired for disability with less than 3 years of 
service who would get nothing under this bill. There is a very easy 
solution to that, and that is to ) adopt a section in this bill to the effect 
that any person retired since October 1, 1949, for physical disability 
shall be considered to have not less than 3 years of service for pay 
purposes or whatever the language might be. 

Captain Martineau. I would like to suggest a further modification 
of that, Mr. Blandford, to say that anyone retired for physical dis- 
ability prior to the enactment of this act would receive not less than 
6-percent increase in retired pay. In that way you wouldn’t be dis- 
turbing the period of service under which a person is retired, because 
otherwise you will take the officer that you are referring to now, say 
the second lieutenant with less than 3 years of service, and if you 
consider under this law, deem that he has had 3 years of service, then 
oi is going to get a very substantial increase in his retired pay, about 

25-percent increase in his retired pay. 

That is going to be a greater increase than somebody with a little bit 
more service, a major or a captain. 

Mr. Kinpay. I think you are right. We would start a race catching 
up. 

Captain Martineav. So not less than 6 percent. 

Mr. Buanprorp. The only think that worries me there, Captain 
Martineau, is that you might then have a captain retired yesterday 
getting a 6-percent increase and a captain retired tomorrow only 
getting a 5.26-percent increase. 

Colonel Corprn. The proposal is to make it heretofore or hereafter 
retired, a straight 6-percent increase in the retired bracket 

Mr. Bianprorp. You are going to have 19 million pay scales, then. 

Captain Martineau. We could take that 5.26 that is in the pay-scale 
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tables there now, and make that 6 percent. That is a negligible 
number. 

Mr. Bianprorp. You see the problem that we face, if we give a 
6-percent increase to everybody heretofore retired, or hereafter 

Captain Martineau. The difference between 6 percent and 5.26 
is pretty small. 

{r. Buanprorp. I know. But it is just that it does distort this 
thing. That is what bothers me. 

(Discussion off the record.) 

Colonel Corprn. For the record, in the area where the percentage 
is less than 6 percent we have added one increment of $7.80 in that 
entire officer-pay area, and the percentage is thereby increased above 
percent. 

Mr. Bares. That takes care of it. 

Mr. Kivpay. I think that will work. 

Mr. Buianprorp. Then you won’t have to use the language here- 
after—you would have to use the language heretofore and hereafter 
retired. 

Colonel Corsrin. For the under 3 and under 2 years’ service only. 

Mr. Bianprorp. How would you propose that language? That any 
officer—any person heretofore or hereafter retired for physical dis- 
ability with less than 3 years of service as a commissioned officer or 
less than 2 years service as an enlisted man shall receive what 

Colonel Corsin. Pay increase of 6 percent ? 

Mr. Buanprorp. Shall have his pay computed on the basis of the 
basic pay of his grade plus 6 percent. 

Colonel Corstn. Yes. 

Captain Martineau. No. 

Mr. Bares. You can’t say in the future because you are going to 
give him the increase here. 

Mr. Buanprorp. Not for under 3. 

Colonel Corsin. That will do it; yes. 

Captain Martineau. Another way to do it would be to say have 
his retired pay on the basis of the tables contained in this act but in 
no event will it be less than 6 percent 

Mr. Bianprorp. I don’t know why you don’t get the same result if 
you say that every officer retired for physical disability with less than 
3 years of service will be considered to have had 3 or more years of 
service for purpose of computing his retired pay. 

Colonel Corpin. Because, Mr. Blandford, as Captain Martineau has 
pointed out to you, you will then get into the area of those under 3 
years of service already retired, for example, who will suddenly get 
25 and 30 percent increases in what we consider our incentive area 
for active-duty people presently. 

Mr. Buanprorp. I see. In other words, if you take a man who went 
out with less than 3 years of service, first lieutenant, he is going to 
end up with this language over 3, with a 22-percent increase. 

Colonel Corry. Correct. 

Mr. Buanprorp. But if he retires tomorrow he will have that 22 
percent increase. 

Colonel Corsrn. And he will have served the time. 

Mr. Buianprorp. Let us make sure we understand that. If we do 
what is now suggested, we end up in this situation, a first lieutenant 
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with less than 3 years of service will get a 6-percent increase over and 
above his basic pay, which is now $274.18, that would be increased by 
6 percent. 

Now, if we say in the bill that every officer retired for physical dis- 
ability shall be considered to have had over 3 years of service, for re- 
tirement purposes, we end up with a situation in which a first lieu- 
tenant would receive a 22-percent increase in retirement pay even 
though he had less than 3 years of service, because he will immediately 
qualify for what is intended as a career incentive. Now, we have a 
difference then, between a man—if we adopt your first suggestion on a 
straight 6 percent, that a man retired vesterday would get a 6 per- 
cent, and a man who stays in the service for 1 additional day and 
goes over the 3-year mark would retire with an increase of 22 percent / 

Captain Martrneav. That is consistent with the bill. He has met 
the service. He has got 3 years of service. 

Colonel Corsin. Not constructive, actual service. 

Mr. Bianprorp. I just want to make sure the subcommittee under- 
stands. 

Mr. Kirpay. I think that is what we intend. After the bill was 
drawn, we had it here, it occurred to everybody that you weren’t doing 
anything for the fellow who might be the most deserving, the fellow. 
enlisted man with less than 2 years’ service, the officer with less than 
3 years’ service, who got all busted up in the service. 

Mr. Bianprorp. He is getting only a 6-percent increase now under 
the way this works. 

Mr. Barres. Who? 

Mr. Biranprorp. The man out with less than 3 years of service. 

Captain Marrineav. If we are to say that anybody retired for phy- 
sical disability prior to or after the enactment of this act, shall be en- 
titled to have retired pay, to receive retired pay not less than 6 per- 
cent— shall be entitled to have his retired pay increased by not less 
than 6 percent of the rates that were in effect on such and such a date. 

Mr. Bianprorp. That would do it. 

Captain Martineav. That would bring him under this bill if he 
qualifies according to his rank or grade, and if he has less than 3 years 
service, it will give him a minimum of 6 percent. 

Mr. Kinpay. I think we know what we want to do. Now, you get 
together on the language. 

We are going to have another executive session. 

Mr. Gavin. Yes. 

Mr. Buanprorp. The remaining sections in the bill are self-explana- 
tory. The one on sections 3, 4, 5, and 6, we have already covered the 
Naval Aviation Cadet Act, the Army Aviation Cadet Act. We apply 
in section 5 the pay scales of this bill to the people who were drawing 
retired pay under the Career Compensation Act, merely put in there 
a Savings provision, not actually necessary. 

Section 6 is a savings provision which is consistent in all pay scales. 
That raises then three remaining problems. The first is the question 
of amending the law so as to give double-time credit for a aeaanly 
small group of people who served as enlisted men, then were made 
officers during World War I, who served outside the continental] limits 
of the United States, particularly in the Philippines prior to 1912, 
and as I understand it, also, beyond 1912 if they entered into a contract 
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prior to 1912, and who were allowed to count that service for—to count 
each year of service as 2 years of service in computing their retired 
pay and who later were advanced to their officer grade because of their 
service as officers in World War I, and who then by a decision of the 
Comptroller General were restricted to their actual years of service 
and not allowed to count for pay purposes, 1 year as 2 years for their 
foreign service. 

Mr. Kitpay. Of course, frankly, this is my bill. This was put 
in the Career Compensation Act and was construed out of the Career 
(Compensation Act. There wasn’t any question of what we intended 
to do. It was thoroughly understood and it was all agreed to. 

And the Comptroller General construed it out. And there are a 
very small group of these fellows left. The service had to be before 
1912, and then there were the old Regulars who were on duty at 
the outbreak of World War I who were commissioned when they 
were needed so badly. And apparently all of the people who were 
their contemporaries have passed on to the retired roll or beyond. 

They feel very badly about it. It doesn’t cost anything to amount 
toanything. I hope you will put it in. 

Mr. Bianprorp. May I suggest for the subcommittee that I will 
prepare a committee print. I would like to suggest that in the com- 
mittee print we increase the pay of the cadets and midshipmen at 
the Academies, not the pay of people with Naval Academy time. 
This is a recommendation of the Board of Advisers that the pay of 
midshipmen and cadets be increased to 50 percent of the pay of a 
second lieutenant with less than 2 years of service. They are now 
receiving $973.44, and out of that comes taxes so it cuts down to $920. 

Mr. Kitpay. It would put him on the same basis of a flying cadet 
without the hazard pay. 

Mr. Bianprorp. That is right. It is my understanding, we have 
i Department measure on it, I believe it has been approved by the 
Bureau of the Budget. 

Mr. Gavin. I so move, Mr. Chairman. 

Mr. Kitpay. Is there objection / 

Mr. Bares. What do they need this money for? 

Mr. Bianprorp. For a variety of things. They need it to pay their 
going expenses at the Academy. 

Mr. Bares. Like what ? 

Mr. Bianprorp. I will give it to you. 

Captain Martineau. Uniforms, equipment, books. 

Mr. Gavin, What do their uniforms cost them when they get out? 

Mr. Barres. We had to pay for books and we had to work our meals 
and everything else. 

Captain Martrneau. About $1,000. 

Mr. Witson. Isn’t it true that their obligations are actually more 
than the amount of money they are paid ¢ 

Captain Marrineav. That is right. 

Mr. Witson. They are required to spend more than they are ac- 
tually paid ¢ 

Mr. Hebert. That is right. 

Mr. Gavin. I so move, Mr. Chairman. 

Mr. Bares. Let us have this list, Mr. Chairman. 

Mr. Gavin. Off the record. 

(Discussion off the record.) 
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Mr. Buansrorp. Let me get for the record the expenses at the 


Academies. 
(The information follows :) 





Item 


| 


Present | Proposed 





Total present pay, 47 months at $81.12 of cadet or midshipman service 


Total proposed pay, 47 months at $111.15 of cadet or midshipman service __- wf i SREP SS 


Less estimated expenses, 47 nonths: 
Authorized extracurricular activities expenditures at $3.44 


$3, 812. 64 |- 


| 
| 
| 


~ $5, 224. 0 


average per month .. $161. 
Pay saved to permit taking authorized leave at $12 per month. 564. 
Required uniforms, books, drawing materials, personal services 
(barber, cobbler, tailor), laundry, income tax withheld; 
monthly average— present, $53.80; ahs saan. $58.80: 
Present ‘ 
Proposed 
Cash allowance for ‘personal requirements, ‘recreation, mov ies, 
sodas, contributions to church and charities, newspapers and 
magazines, at $8.10 per month ___- 
Cadet and midshipman store credit for purchase of replace ment 
uniforms, underwe ar, toilet articles, stationery, shoe polish, 
etc., at $9.7 2 per month__ . Sure ee . 


Deficiency under present conditions 


Net available under proposed pay scale for necessary expenses during 
interim between graduation and receipt of Ist active duty pay 


Listed below are examples of approximate probable expenditures of net | 

savings fund noted above: | 

30 days’ subsistence and quarters.__.-___- gacncennnm SORROO:i 
Transportation a {22RD 7 pss . 140. 00 
Uniform de : : eece ie etuees 
Civilian clothing. -. . : .. 125.00 
Sundries and miscellaneous 157. 23 


Mr. Kitpay. I make the observation that it is not a question of 
whether they should be paid or not. They have always been paid. 
The question is, if we are going to pay them, is it going to be realistic 
with reference to the amount they receive ? 

Mr. BuanpForp. If I may put an effective date on the bill. 

Mr. Kiupay. Yes. 

We will adjourn now 

Mr. Gavin. Mr. Chairman, is this provision approved ? 

Mr. Kitpay. Yes. We will let it stand approved, and if we change 
our mind in the morning we can then strike it. 

We will meet tomorrow morning at 10 o’clock. 


(Thereupon, at 12:10 p. m., the committee adjourned until 10 a. m., 
Wednesday, Mar. 2, 1955.) 





CAREER INCENTIVE ACT OF 1955 


WEDNESDAY, MARCH 2, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 2, 
Washington, D. C. 

The subcommittee met at 10 a. m., the Honorable Paul Kilday 
(chairman of the subcommittee), presiding. 

Mr. Kitpay. The committee will be in order. 

What is the first order of business? 

Mr. Bianprorp. Mr. Chairman, the first thing is to take a look at 
these new pay scales and to show you on the slide what changes the 
committee made yesterday in the pay scale, to refresh your minds 
as to what you did with regard to extending the new pay scales out 
beyond the previous points where the increase would have stopped. 

It will now be in conformity with the Career Compensation Act 
philosophy that increments should continue up to selected points 
where individuals should normally advance in grades under the theory 
of the Career Compensation Act. 

Captain Martineau. Mr. Chairman, this slide here is exactly the 
same slide that we showed the committee previously, showing the 
present rates of pay and the career pattern as laid down by existing 
law, where the in-grade increases commence. 

The blue figures here indicate what was proposed by the bill H. R. 
2607. That would have provided the bulk of the increase within this 
zone here [indicating]. 

No increase at all over present pay for any officer with less than 3 
years of service. And that is indicated here [indicating]. 

Then you will recall that commencing with the third year of service 
and thereafter we adopted the formula of the original Hook recom- 
mendation, plus 4 percent [indicating]. 

Under the Hook recommendation, and existing law, there are no 
in-grade increases for the area to the left of this line here [indicating]. 

For each grade, the O-4, for instance, the in-grade increase does 
not commence until the eighth year of service because this is where 
the bulk of the O-4 grade officers are. There are relatively few in 
this area here [indicating]. 

Now, that resulted in a flat increase for this area here to the left 
of the career pattern [indicating] of 5.26-percent increase over exist- 
ing pay. 

You will recall that yesterday the committee adopted a provision, 
adopted an amendment that would increase retired pay for those 
officers now retired, who are being paid under laws other than the 
Career Compensation Act by 6 percent. 
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That, then, required that all officers, all other officers who are being 
paid under the oi Compensation Act get an increase of not less 
than 6 percent. 

So small enough increments were added here [indicating] in this 
area to raise the - proposed pay up to the point where they would be 
getting at least 6 percent. And this next panel, this was the com- 
mittee amendment yesterday, would have raised it to these amounts, 
which amounts to 6.07 increase to the left of this line, in this area 
[indicating]. 

There are no changes within the career pattern zone and no changes 
out here to the right [indicating] for the officers. 

The increase for each of these grades, in order to attain that 
6-percent increase was half an officer’s normal increment of $7.80. 

“gn Kitpay. And $7.80 is carried through this period? 

Captain Martingav. Yes, sir. 

Mr. Kitpay. And that brings it into line with what we have done 
as to persons retiring other than under the Career Compensation Act? 

Captain Marrrneav. That is correct. 

Mr. BLanprorp. You will note, Mr. Chairman, that the action that 
the committee has taken will not have any appreciable effect upon 
the cost of the bill. Except for those who may be retired under the 
Career Compensation Act who have attained a grade outside of the 

career pattern, and who otherwise would not have received an increase 
under this proposal as originally presented to the committee. 

Now, dollarwise, the bulk of the money, that is the bulk of the 
people who are drawing officer pay in the armed services, will be found 
in the pattern as you see before you. People outside of that pattern 
are relatively small in numbers. For example, there are probably, 
I would say practically no one with 6 years of service, we will say, 
drawing pay as a colonel. There may be a few doctors who have 
been directly commissioned. But they would be very small in number. 

There would be relatively few general officers, possibly a few briga- 
dier generals in the Air Force, with over 18 and under 22 years of 
service, who would go from $842 per month as proposed in the original 
bill to $850 per month as proposed in the committee print. 

But dollarwise I don’t imagine that this will affect the bill by 
much more than $3 million at the outside. 

Would that be a safe estimate? You haven’t been able to run that 
out yet; have you? 

Captain Martineau. No. 

Admiral Grenrett. I would say your estimate of $3 million would 
be a very conservative one. 

Mr. BLuanprorp. Do you mean high or low? 

Admiral GrenreLtnL. High, for the few people we have in those 
categories. 

Mr. Kinpay. I would think so, because the man outside of that pat- 
tern, there is something unusual about his case. He is outside of 
the career setup as we know it. It would be some unusual circum- 
stances that caused it. 

Captain Martineau. There will be, perhaps—undoubtedly are— 
officers in these grades here [indicating], say, a lieutenant colonel, 
World War II service, who is retired for physical disability, an injury 
case. 
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This simply insures that he will get at least a 6-percent increase 
in his retired pay just as are officers retired under other laws. 

Mr. Kizpay. When you get to the second lieutenant, O-1, the sec- 
ond lieutenant with less than 2 2 years of service would be rather rare, 
even; won't he? 

C aptain MarkTINEAU. Second lieutenant with less than two years of 
service 

Mr. Bianprorp. No; that would be the general rule, Mr. Chair- 
man. Because the average second lieutenant upon commissioning 
will be a first. lieutenant by the time he completes 18 months of 
service. 

Mr. Kirpay. Those are the men coming on duty from the academies. 

Mr. Buanprorp. That is right. 

Under this proposal they “get no increase whatsoever except in 
flight pay. No one with under 3 years of service as an officer re- 
celves any increase under this proposed bill. 

Mr. Kitpay. After 3 years he is moved up a grade. 

Mr. Bianprorp. When he gets 3 years if he should be stild in the 

same grade as a second lieutenant he would get an increase. The 
same thing would be true as a first lieutenant, same as captain, and 
all the way up. 

Now, those would be relatively few in number, obviously. There 
might be some captains with over 3, and under 4 years of service, 
and under this bill they would get 351, instead of the 343 origin: ally 
proposed, because the way the ‘bill was written by the Departme nt 
that. increase was less than 6 percent. 

Now, we have merely taken it up over that percentage factor, in 
case you got a combat retired captain with over 3 years of service, 
but less than 4 vears of service. 

Captain Martineau. I would like to emphasize, Mr. Chairman, 
however, that the second lieutenant who comes in service today under 
existing law does not continue at that starting rate of pay during 
his first 8 years. He does get two substantial increases. 

Mr. Kitpay. That was the point I was trying to make. If he 
comes out of OCS, he gets credit for his enlisted time. 

Captain Martineau. Yes, sir. Even today the second leutenant 
comes into service and starts off with some $222, at the end of 18 
months he gets promoted to first lieutenant and he goes up to $259. 

At 2 years of service he gets an in-grade increase under existing 
law. 

Mr. Kitpay. The point is there is really an incentive here because 
the average man will not get an increase, but he has moved up, and 
he gets the increase in that grade. 

Captain Martineau. Exactly. 

Mr. Kmpay. Any questions on the officer pay scale / 

(No response. ) 

Mr. Kitpay. We will move along, then. 

Captain Martineau. Now, Mr. Chairman, we come to the war- 
rant officer table. 

This is exactly the same chart we showed before. This shows 
existing law, what they are paid under present law and these lines 
indicating the career pattern. 

And this we have shown before. [Indicating.| These are the pro- 
posed increases contained in the bill H. R. 2607. And this panel 
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[indicating] in red, is reflective of the committee amendment adopted 
yesterday. 

Mr. Bennerr. Why is there one little tiny exception in the lower 
right-hand corner ? 

Captain Martineau. This is the one point, Mr. Bennett, in the 
warrant officers, where they do not continue to get an in-grade in- 
crease. 

In other words, the in-grade increases under existing law stops for 
a W-1 at 26 years of service. 

Mr. Bennerr. I understand it does, but looking at the chart, I 
wonder why ? 

Captain Martineav. Well, it was the recommendation of the Hook 
Commission and adopted by the Congress that the W-1 would stop 
at 26 years of service. And under the existing warrant officers law 
you will no longer have any W-1’s with 26 years of service. 

Mr. Benner. You won't? 

Captain Martineau. No, sir. 

Mr. Bennett. Why? 

Captain Martineau. Because existing law now requires that when 
an enlisted man is appointed a warrant officer in a W-1 grade, he 
must be promoted, must be selected and promoted to the next higher 
warrant officer grade at his third year of service. 

And they are going to be selected for the warrant officer grade some- 
where between 6 and 16 years of service. But I am sure there will be 
no one selected for W-1 with as much as 23 years of service. 

Mr. Bennett. Just because the Hook Commission said it was right 
and Congress once said it was right, would not be a very good answer 
on the floor. But your last statement clears it up for me. 

Mr. Kirpay. Of course, this is in accordance with the warrant 
officers bill of the last Congr ess, which was designed to really activate 
the grade. 

It wouldn’t be a staggered grade as intended in the past, but it 
would be active in life, and the officer corps has been. We brought 
into the warrant officer grade the same provisions that you have as to 
other officers. 

Captain Martineau. That is exactly the point, Mr. Chairman. 
This proposed pay scale as recommended by the committee yesterday 
reflects the philosophy of the new warrant officers promotion bill. 
And it will provide not only incentive to get into the warrant grade, 
but the committee has now carried it forward into the W-2 and W-3 
grades, to provide sufficient incentive for these men to really get a 
boost in pay when they face the selection point and get promoted. 

Mr. Kitpay. Of course, the warrant grades have had a hectic life 
ever since World War I. There are times it was built up, enlarged, 
never accomplished. 

It is the hope of everybody that we have now stabilized the warrant 
officer grade, for a real career for a man who comes from the ranks. 

This table reflects that it is a very nice career. 

Captain Martineau. As one who has always been interested in the 
warrant. officers, I would like to state my personal opinion that the 
warrant officers law enacted last spring, together with this pay pro- 
posal that was adopted by the committee ‘yesterday, will make the 
warrant officer by far the finest career it has ever been. 
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Mr. Kirpay. Of course, the Navy has always had a better warrant 
officer program than the other services; isn’t that correct? 

Captain Marrrneav. I couldn’t speak for the other services, sir. 
We have always had good warrant officers. 

Mr. Kinpay. It isn’t a question of comparison that way. It is that 
in your tables of organization and your assignments to duty he has 
been a very important man in the Navy. 

Captain Martingav. That he has been, sir. 

Mr. Kinpay. And has had a rather stable career. It might be a 
man in the engineering department, aboard a cruiser, stays there per- 
manently, whereas the engineering officer does a normal tour of duty 
and leaves, this fellow stays there, he knows every part. 

Captain Martineau. Particularly in engineering and gunnery and 
communications the warrant officers since World War I have been 
very important figures in the Navy. 

Mr. Mirter. Historically, wasn’t he the fellow who worked in sail- 
ing the ship while the other 

Mr. Buanprorp. He was the sailing master. 

Mr. Miter. Even in Nelson’s time, the warrant officers were the 
ones who worked the ships. The people who fought the ship were 
professional soldiers, while the warrant people were the people who 
manipulated and sailed the ship. 

Captain Martineau. I see your point, it is very well taken, because 
the ships in Nelson’s time, in British Navy and our own: the carpen- 
ter, he was a warrant officer, the sailmaker. 

Mr. Miter. He was the fellow who operated the ship and the 
other fellow fought. You might compare it with an aircraft carrier 
where the fighting is done by the pilots 

Mr. Gavin. Let us talk about the Department of the Army and the 
Ground Forces. 

Mr. Kipay. I don’t think either the Army or the Air Force would 
deny that their warrant officer has gone through his ups and downs 
ever since World War I. 

Mr. Buanprorp. Not only that, but there was only one warrant of- 
ficer grade in the Army until 1940. In addition, after the Army had 
what they called a warrant officer grade, it required 10 years in serv- 
ice as a junior grade before you were eligible for promotion. 

In the Navy a warrant officer (junior grade), or a warrant officer, 
merely had to serve 6 years as a warrant officer before he became eli- 
gible for promotion to commissioned warrant officer. There has been 
no question in anybody’s mind that the warrant officer program in the 
Navy was head and shoulders above the warrant officer program in the 
Army and Air Force. 

Mr. Mirter. Isn’t it true that the warrant officers in the Army came 
in in 1920 when they integrated a number of then temporary officers 
into the Regular Army and there was a number of former noncommis- 
sioned officers who had been commissioned who couldn’t quite make 
the grade and they created that warrant grade for them at that time? 

Mr. Buanprorp. I believe it was the Army Mine Planters Service 
that first started it. 

Mr. Mier. That is true. 

Mr. Bianprorp. Of course, they had a completely complicated pay 
system, because they used to draw pay on a simulated basis. 














Mr. Kitpay. We hope we have cured all those things now in all the 
services and we have created a career for the warrant officers. 

Go to the next table. 

Captain Martineau. This starts off with the enlisted pay pattern, 
Mr. Chairman, which the committee has seen before. 

This is the pay proposed [ indicating |, recommended in the bill H. R. 
2607. Here again we have the career pattern, namely that area where 
in-grade increases are authorized under existing law. 

Now, the bill H. R. 2607, when it was first considered by the com- 
mittee, the drafters of that bill in the Defense Department terminated 
the incentive points within the career pattern, the E-3 grade at the 
4-year point for instance, whereas existing law provided a continuing 
in-grade increase for the E-3, on out to 14 years of service. The bill 
H. R. 2607 would have terminated any further increases at the 4-year 
point. 

They gave him a good substantial increase at the 4-year point, and 
terminated increases beyond that point. 

There were some small increases here [indicating] but that was 
simply so as not to allow existing pay to be greater, so as to avoid an 
actual reduction in pay. 

Now, the action taken by the committee yesterday was essentially 
this: It was to hold to the pattern of existing law, and continue the 
in-grade increases right on out throughout the career zone. 

And we will see that presently. 

Now, using the E-3 here, for instance [indicating] where at the 4- 
year point under the original bill any further increases of any sub- 
stance stopped at 4 years, the amendment adopted by the committee 
will now continue this out with the normal in-grade increase of $7.80, 
right on through the career pattern until the 14-year point and then it 
stops. 

Mr. Mittrr. Captain, isn’t that decidedly beneficial? Because, un- 
der the way the bill was originally drawn, wouldn’t it have meant that 
at about the end of the 10 years you would have all noncommissioned 
officers who qualify and you would drive effectively everyone else out 
of the service ? 

It would be an invitation for a plan to quit if he is frozen after 10 
years. 

Captain Martrineav. It could have had that effect. 

Mr. Miter. This will have a tendency to hold those people. 

Captain Martineau. Where we are losing people at the tremendous 
rates we are now, for those men who are staying and who are capable, 
they are being promoted relatively rapidly. 

Now, if we come to the point where we stabilize, the promotions will 
not be quite so rapid, which will be good for the service too, because 
we will have more experience in the various grades. Then the condi- 
tion that you speak of could gradually start coming about. 

Mr. Miter. You have some place for people even at those lower 
levels that you need at all times 

Captain Martrnzav. That is right, sir. And this is consistent with 
existing law. 

Mr. Kipay. Wouldn’t it be beneficial in view of keeping all the 
organizations together, rotating divisions and regiments and so on, the 
building up of pride of organization, the man who finds himself in an 
organization that has a strict table of organization set up, where he 
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can’t—where the corporal can’t see that he is going to make sergeant 
very quickly, he is still available for a pay increase, so he « can stay with 
the outfit he likes, with the friends he has made, and so on? 

Captain Martineau. That is a significant point. 

Colonel Brinckmann. The recruitment that has been going on, Mr. 
Chairman, certainly bears out what you said, sir, in the gyroscope 
units. That is the units that are going to be moved as complete divi- 
sions. Our recruitment has increased tremendously because of the 
esprit and wanting to belong to that unit. 

Now, these men can see even though they may not see a promotion, 
they can at least see a pay recognition. 

Mr. Kivpay. I would think it would be a great morale builder and 
pride of organization that we have lost a great deal of because of the 
exigencies of the situation. 

Captain Marrtngav. This, tomy mind, represents one of the biggest 
improvements in the bill. 

Mr. Harpy. I would like ask a question right here. 

At what point, Captain, would E-1 normally be promoted to an 
E-2? 

Captain Martrneav. An E-1 is promoted to E-2 at the end of about 
3 months right now. 

Mr. Harpy. About 3 months. I just was wondering 

Mr. Brianprorp. That is after he has been 4 months as a recruit. 
That is not after 3 months in the service. He has to spend some time 
as a recruit and then at the end of that 4 months he moves up to E-1. 

Mr. Harpy. Just looking at the table, I don’t know how many of 
them you get into that sort of situation. But an E-1 with over 4 
years makes more than E-2 with over 3 years. 

Mr. Bianxprorp. That is right, because we carry out the increase 
there. 

Mr. Harpy. That happened when we made this increase. 

Mr. Buianprorp. That is right, but it is not inconsistent at all, 
because you have to bear in mind that we have always established 
pay scales on the theory of increments on time in service. 

Now, it is quite true that you might have an E-1 with over 4 years 
of service drawing more money than an E-2 with over 3 years of 
service. 

But you will find that in, I am sure, other parts of this pay scale, 
I know it has happened in the past, and I think that was true if I am 
not mistaken under the old law, it is quite possible for a man junior, 
to have more service, and draw more pay. 

It certainly was true back before the 1949 Pay Act was passed. 
When you had lieutenant colonels drawing the same pay as brigadier 
generals. 

Mr. Miter. It is quite common on the officer table. 

Mr. Buanprorp. Yes. 

Mr. Harpy. I just raise the point to see whether or not it might 
give us any complications. 

Mr. Kinpay. I don’t think that is usual. For instance, the first ser- 
geant of a company drawing more money than a second lieutenant 
who has just come to the company. 

Captain Martineau. To answer your specific question, Mr. Hardy, 
the average enlisted man, average for all the services he is going 4 
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months in his commencing grade right down here. Then he is going 
to E-2 

Mr. Buanprorp. E-1. 

Captain Martineau. Yes, E-1. 

He is spending a total of 4 months in those grades. 

Then he goes to E-2 where he spends on an average of 6 months 
under present conditions. He is spending on an average of 10 months 
in the E-3 grade. 

Mr. Bianprorp. Wait a minute. Under that you are saying that 
a man spends a combined total of 4 months in E-2 before he goes to 
E-2, of only 4 months? 

Captain Marrrngav. That is right. 

Mr. Bianprorp. That would mean that he would be promoted to 

)-2 after 1 month as an E-1 or after 1 day as an E-1? 

Colonel Brinckmann. I think if I can use the term. 

When we talk about the E-1, let us think of him as the recruit. At 
the end of 4 months he moves up to the E-2 which is then the private 
in the Army. 

Captain Martineau. Oh 

Mr. Bianprorp. I don’t agree with that at all, Colonel. 

You used to do that, but if I am not mistaken you do not promote 
anybody today in the Army until they complete basic training of 16 
weeks. ; 

Colonel Brrnckmann. That is right. I am talking of the pay. 

Mr. Buianprorp. I am, too. A man completes 16 weeks of ase 
training, that is 4 months, right. 

Colonel Brinckmann. That is right. 

Mr. Bianprorp. He is drawing $78 a month. 

What you have just told us that he goes from $78 a month to $85 a 
month and skips the $83 a month situation entirely. 

Colonel BrincKMANN. He goes from $83.20. 

Mr. Bianprorp. How long does he draw $83.20? 

Colonel BrinckmMann. That is the first grade of the E-1. 

Mr. Bianprorp. That is right. How long does he stay there. 

Colonel BrinckMann. At least 6 months. 

Mr. Bianprorp. Now, it is completely confused. 

Colonel BrrnckMANN. Six months after the four. 

Mr. Bianprorp. That is what I have been trying to say. Then he 
moves up to E-2. 

Colonel BrrncKMANN. That is correct. After 10 months of service. 

Mr. Buanprorp. Fine. 

Now, we are getting someplace. That is exactly my point. He 
doesn’t just jump from E-2—into E-2, he doesn’t go from recruit to 
E-2. But the way the record will show is that after 4 months he is 
drawing E-2’s pay, you mean E-1 pay. 

Colonel BrinckmMann. E-1 pay. 

Mr. Bianprorp. That is better. 

Mr. Kitpay. He goes from recruit to private and then private, first 
class, and then corporal. 

Mr. Buianprorp. That is right. 

Mr. Kiipay. Anything further on the enlisted pay table? 

(No response.) 

Mr. Kizpay. We will move on, then, Captain. 








Captain Mari1tneavu. There is a mistake in the table, Mr. Chairman. 
This committee print scale here should be $98.80, instead of $91. 
Mr. Buanprorp. That is right. 

We had better make that correction now. 

Mr. Kixpay. That is a very important matter, too, because that is 
the end of his obligated service, and he goes up. 

Captain Martineau. Before we leave, 1 would like to—I never did 
answer your question, Mr. Hardy, as to how long it takes a man to get 
up into here. 

Mr. Harpy. I don’t think it matters, particularly. 

Captain Martineau. He gets there on the average right now at the 
end of a year and a half, 18 months. 

Mr. Harpy. That is the average‘ 

Captain Martineau. Yes, sir. 

Mr. Harpy. But the poor fellows that are not quite able to make 
that stay over here as E-1, and draw more pay, which is all right. I 
think I understand. 

Mr. Gavin. These tables have been very carefully checked so that 
they are correct now, when they go into the bill ? 

Captain Marrrneau. We have two mistakes on this committee 
print. 

Mr. Gavin. Recheck it again, you might find another one. 

Captain Martineau. Have you seen enough of the basic pay scales, 
Mr. Chairman ? 

All right, let us go to the next one. 

Colonel Corbin will explain the incentive pay for hazardous duty. 

Mr. Kitpay. Go right ahead. 

Colonel Corsrn. This is is the chart you have already seen [indicat- 
ing] which shows the proposed new hazardous duty pay. This, of 
course, is the present pay that is paid for hazardous duty as you 
remember, it is the same for each grade [indicating]. 

Mr. Suort. What all is included in that ? 

Colonel Corsin. That is just the incentive pay for the performance 
of hazardous duty for submarine and flying pay. 

Mr. Suort. Submarine and flying? 

Colonel Corsi. Yes, sir, first two categories. 

Now, this is the direct multiplication of those percentages to the 
new scale of basic pay, and it shows the dollar (7 baw that have 
come out. You will notice that there has been a $5 increase in what 
umounts to flying pay in the case of a major general. 

There is one area you will notice it just changed approximately 
the same as the new proposed table all along. There is no point 
where more than $5 differential by introduction of this new basic 
pay table has happened on this chart. 

Next chart, please. 

This shows the percentage increases which, of course, have remained 
the same as your original chart [indicating]. 

The only significant change of course is raising this pay to $165 
[indicating] instead of $160 as it was originally. 
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Mr. Brianprorp. Those increases in flight pay correspond to what 
percentage with regard to basic pay / 

Colonel Corstn. They are the percentages if you remember that 
were picked out at various years service. Do you want me to repeat 
those ¢ 

Mr. BLanprorp. Yes. 

Colonel Corsrn. For the officers, you will remember they were 
comparing the present scales, that is career-compensation sc ales, run- 
ning it in percentages, using for the major general 26 years, it came out 
for the proposed bill H. R. 2607, 16 percent, that was the multiple 
that was applied here. 

For brigadier generals at 22, this point here [indicating] that was 
19 percent. 

Mr. Buianprorp. In relation to what, Colonel ? 

Colonel Corsrn. This percentage has now been multiplied by the 
new basic scales. 

Mr. Buanprorp. Yes. But how did you arrive at your percentages. 

Colonel Corsin. The original percentage was the then flying pay 
compared to the then basic pay under the Career Compensation Act. 

Mr. BLanprorD. That is the point? 

Colonel Corstn. Yes. 

Mr. Bianprorp. In other words, what you did, you took the in- 
centive pay of the Career Compensation Act and related it to its 
proportion to basic pay, translated it into percentages and then ap- 
plied it, taking into consideration the 4 percent increase in 1952, and 
applied it to the new pay scale. 

Colonel Corstn. Well, of course, there was no 4 percent raise. 

Mr. Buanprorp. No increase in flight pay, but the proportion had 
to respond to it. 

Colonel Corsin. That is right; yes. And this just represents the 
approved percentages multiplied back against the new scale. This, 
of course, 1s always reduced to the nearest $5 and the biggest change 
at point in this chart is $5. 

Mr. Harpy. So that the hazardous-duty pay as represented on this 
chart represents the same percentage of basic pay as the hazardous- 
duty pay represented of basic pay in the original Officer Personnel 
Act. 

Colonel Corsrn. In the Career Compensation Act, yes, sir; using 
these incentive points, 26, 22, 14, and so on down the scale as the 
basis. Because you remember that in the Career C ompensation Act 
the hazardous-duty pay was merely a single line pay. The same pay 
for each grade. 

Mr. Harpy. The point is this, let me see if I understand: Whether 
or not the incentive pay here in this bill now is the same percentage 
of basic pay as incentive pay was in the original Career Came 
tion Act. 

Colonel Corsry. No, sir; that wouldn’t be a true statement the 

way you stated it. 

It is at these career points which were considered to be the average 
career for each grade. But if you remember in the Career Compensa- 
tion Act the flying pay for example, was the same for all generals, 
the same for all sidtidsees no matter how many years service, the 
same for all lieutenant colonels, and so on. 
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We have taken these points, figured a ratio, and multiplied back 
against the whole basic pay table, so that now we have varying flying 
pay rates for years of service. 

Mr. Bennett. Mr. Chairman, if you will allow me to say so, I think 
it is the most likely spot for controversy on the floor that I can think 
of, because many people, including myself, are not too inclined toward 
hazard pay which varies with rank. I have to be talked to a lot 
before I—— 

Mr. Kitpay. I think it depends upon whether the basic idea of the 
incentive is justified. 

If it is justified, then it must have a percentage relationship to base 
pay. In other words, $10 to a man making $75 a month is quite an 
incentive, whereas $10 to a man making G00 a month would prob- 
ably be no incentive. It is just a question as to whether or not in- 
centive pay is justified, and I think it is too late for us to examine 
into that, because it came into the law back in 1917. 

Mr. Bennerr. Of course, we may have no controversy on this bill; 
this bill may go through without any difficulty at all. It is so compli- 
vated that I myself feel remiss to take a large cudgel up against any 
portion of it. But I do want to say this, that throughout this entire 
hearing we have had a great deal of confidence expressed by our wit- 
nesses in the Hook report, and a large measure of assumption that 
Congress would endorse that report. 

But, you see, actually Congress has already had that report before 
it and has repudiated it, and has repudiated the very idea which 
we are now about to embrace here with regard to incentive pay varying 
on the basis of rank. 


So that sanguine approach seems to me to be unwarranted by the 
legislative history of this legislation in the past. 

Mr. Kitpay. Well, the gentleman may be correct on that. But I 
don’t believe it is correct to say that the philosophy of the Hook Com- 
mission report was rejected by Congress. 

It is true that we had to revise some of the scales which we prnpeses 


in 1949, but you will recall that in 1949 this phase of pay probably 
consumed as much or more time on the floor of the House than all 
of the ballots on the bill put together. 

I forget how many times we counted the teller votes. 

Mr. Bennerr. But this idea was repudiated; wasn’t it? This 
philosophy was repudiated in those teller votes ? 

Mr. Bianprorp. No. We reported a bill with a flat amount of 
flight pay for each grade. At that time we did not have flight pay 
based on years of serivee. But the House very definitely retained 
the idea that we would have flight pay that would be graduated up- 
ward as rank increased. 

Mr. Bennerr. Much more modestly than the Hook Commission 
would have indicated. 

Mr. Bianprorp. No; they made not a single change in flight pay on 
the floor of the House. Not a change. 

They attempted it, but it was defeated; that is where Mr. Kilday 
stated earlier that it is not a question of whether you should pay 
incentive pay, it is a question of how much. Because the philosophy 
has already been established that incentive pay is justified. 
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I would like to say this for the record, because I think it is very 
important: These amounts of money that are payable here do not 
represent the amount of money that is paid the individual for the 
hazard involved. We have never attempted to compensate a man 
for the hazard involved in his particular hazardous occupation. It 
is impossible to pay a man to fly a B-47, knowing that his chances of 
being killed are much better than the average individual. 

You can’t pay a man enough for being killed. 

Now the only thing we could do was to pass a law, and establish 
by statute, a sufficient incentive for individuals to expose themselves 
to that hazard. 

But we must always remember that we are never attempting to 
compensate for the hazard. It can’t be done. I think the chairman 
will fais me out on that, that it just can’t be done. 

Mr. Kitpay. This is the basic question that we will have to face 
on the floor. We have had it before. 

Mr. Bennett. Maybe I am just remembering that I wasn’t too 
enthusiastic about paying higher rank officers more incentive pay. 

Mr. Kinpay. I think the big impact of the increase is in the ranks 
where the most flying is done. 

Colonel Corsin. That is right, sir. 

Mr. Kirpay. I believe there has been a great change even since 
1949 when the public attitude toward flying jets and flying reciprocal 
engines, for instance the crash yesterday, I believe it was at Lake 
Charles, I think that the feeling now is more comparable to what we 
had in 1917 when they were flying planes made of spruce and canvas, 
the very idea of flying those things produced the incentive pay of 50 
percent. 

Now, we have moved to the jet engine and I think even the person 
who accepts flying has to have some incentive. 

Mr. Bennett. I think my own thinking has undergone some revi- 
sion onthe matter. I lived in the midst of jet pilots, when I went home 
after this last session and I think I can see the problem more acutely 
now. 

Is there any infantry combat pay in this bill? 

Mr. Bianprorp. No, because infantry combat pay started—Sena- 
tor Blair Moody offered an amendment to a bill that was never con- 
sidered by the House Armed Services Committee, it was a veterans 
affairs bill, it went into the Korean GI bill, if I am not mistaken, 
and this committee never passed on it. It is only payable in time of 
combat, and it is an unusual type of legislation because if you are 
on a minesweeper you have to be blown up 6 times in 1 month in order 
to qualify for that combat pay. 

Mr. Kinpay. Doesn’t the Career Compensation Act give the Presi- 
dent power to suspend hazard-duty pay in time of war? 

Mr. BLanprorp. Yes, sir. 

Mr. Kirpay. That is where the difficulty arose, I believe, in Korea. 
In 1949 we realized that the hazard of the infantryman was probably 
great or greater than anyone else, certainly most disagreeable serv- 
ice. And the time of combat when everybody is subjected to hazard, 
the President does have that power, and perhaps should exercise it. 
It is a matter for his judgment. There were some remarks made 
here as to what would happen in an atomic war. It may be in that 
kind of a war the safest man would be the military man. 











756 


He would be better protected against the effect of fallouts. Per- 
haps, the civilian would be subject to the greatest hazard in atomic 
war. 

I believe it is proper. 

Mr. Bennett. In other words, if you had the question asked on 
the floor, “Why aren’t combat Infantry allotments made in this 
thing,” your answer would be that this is a peacetime law we are 
passing now and has no relationship to combat. As a former infan- 
tryman, I am full of emotion on that subject. I have always felt that 
pay should be there as sort of a sweet thing that the Federal Govern- 
ment did to show that it appreciated the service of the combat soldier. 
I think it has a tremendous morale factor among infantry soldiers. 
The amount of it is not too important. 

Colonel BrrnckmMann. I would like to answer that off the record, 
Mr. Chairman. 

Mr. Kitpay. Off the record. 

(Discussion off the record.) 

Mr. Kitpay. Back on the recora. 

Colonel Corsry. Mr. Chairman, I would like to point out in these 
overall scales that actually 95 percent of the pay increases proposed 
by this go to major and below. 

Mr. Kitpay. What was the percent? 

Colonel Corsrn. Ninety-five percent. Let me have the next chart, 
please. 

This chart, of course, for the warrant officers is derived in the same 
way and there is no significant change there that. proposed in the bill 
presently before this committee. Only a matter of $5 change at some 
points due to multiplying percentage. 

I will point out that there is what I consider one area in this bill 
be changed, that is the decrease of W-1 under 2 by $1.00. I believe he 
should remain at the present $100. I don’t know that there is any- 
body in this area but there might be, particularly in the Army, flying 
[indicating]. 

Mr. Buanprorp. There is a mistake in that. That W-1 should be 
$100. 

Colonel Corprn. Yes, that is what it says. I believe it is an error. 

Captain Martrneav. A misprint. 

Colonel Corntn. I merely propose it be changed back to $100. 

Mr. Buanprorp. It should be. It should have been $100 in the first 
lace. 

Mr. Kitpay. That is the first place you have a decrease. 

Mr. Harpy. You have some on the previous chart. 

Colonel Corprn. Yes, there is, in the grade of colonel that didn’t 
change. 

Mr. Buanprorp. It didn’t decrease, did it? 

Colonel Corstn. Yes, it did. This is the same as the proposal, that 
right area there by multiplication of the percentages did decrease that 

ay. 

: Mr. Kipay. Of course, you don’t have any colonels drawing hazard 
pay with less than 2 years of service? 

Colonel Corsrn. That is true. 

Mr. Buianprorp. You probably have a flight surgeon somewhere 
along the line. 





Colonel Corsrn. He still gets a raise. 

Mr. Buanprorp. I know. 

Mr. Kizpay. Of course, it is true that the Army warrant officer 
pilot—without objection, that. $90 will be changed back to $100. I 
am sure that is a typographical error. 

Mr. Buanprorp. It is an error. 

Colonel Corsrn. The enlisted scale even by the changes indicated 
have not changed appreciably at any area and this is essentially the 
flying-pay table proposed in 2607. 

Mr. Kitpay. Any questions on this chart? 

(No response. ) 

Mr. Kitpay. Do you have anything further ? 

Colonel Corsrn. No. 

Mr. Buanprorp. Now, Mr. Chairman, the next point is the question 
of the dislocation allowance. If you will turn to page 10 of the com- 
mittee print you will see what we have attempted to do in placing 
reasonable restrictions on the payment of dislocation allowance. 

We have reworded the section so as to provide that under such 
regulations as may be approved by the Secretary concerned a member 
of a uniformed service whose dependents are authorized to move and 
actually move in connection with his permanent change of station is 
entitled to a dislocation allowance equal to his monthly basic allowance 
for quarters. 

However, the member is entitled to the payment of a dislocation 
allowance for not more than one permanent change of station during 
any fiscal year, except on the finding of the Secretary of the Depart- 
ment concerned that the exigencies of the service require more than 
one such change of station during any fiscal year. This limitation 
upon the payment of a dislocation allowance shall not apply to mem- 
bers of the uniformed services ordered to service schools as a perma- 
nent change of station. In addition, this limitation shall not be 
applicable in time of war or national emergency declared after the 
effective date of this amendatory act. A member is not entitled to 
payment of a dislocation allowance when ordered from home to first 
duty station or from last duty station to home. 

That is to remove any question about that part. 

Mr. Kitpay. I think that adequately expresses what I had in mind. 

Mr. Hvpptestron. Does that include all schools? 

Mr. BLAnprorp. All service schools. 

Now, this ought to go on the record, definitely as to what we mez in 
by service schools. Because this is something that does not appear in 
any other legislation to my knowledge. 

For example, I would assume that if a man were sent to Harvard 
University, that business administration course up there, and that he 
already had had one permanent change of station during a fiscal year, 
that “service schools” would not include his move to Harvard Univer- 
sity as a permanent change of station. 

Therefore, that would require a finding by the Secretary that the 


exigencies of the service require the payment of a dislocation 
allowance. 

Mr. Bares. Except that that is a 2-year school. 

Mr. Bianprorp. Let us say the man is ordered from Washington to 
Quantico, and he arrives at Quantico and he goes through a course 
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down there for 8 months. Or he is assigned there as an instructor for 
8 months or anything else that might happen. 

Now, he is still in the same fise cal year so he automatically gets a 
dislocation allowance. Now, during that same fiscal year he is sent 
to Harvard College for the business administration course. That col- 
lege is not a service school. Therefore, the exclusion in the bill would 
not apply to him. In order for him to be authorized the payment of 
an ee dislocation allowance because he had 2 changes in 1 
fiscal year, would require a special finding by the Secretary that he 
was entitled to it. 

Mr. Kitpay. Of course, you would anticipate the Secretary would 
make such a finding. 

Mr. Buanprorp. Yes. I am trying to show a difference between a 
service school and what would not be a service school. 

Now, there is a school of military law at the University of Virginia 
at Charlottesville, that is considered to be a service school for purposes 
of identity. So I would assume that an individual who had already 
had one permanent change of station during a fiscal year, who during 
that fiscal year was assigned to that school of law at Charlottesville, 
would be within the exception and therefore would be entitled to an 
additional dislocation allowance during that year without a finding by 
the Secretary. 

That would also be true of a man who is sent to the postgraduate 
school at Monterey or the Air College at Montgomery or it would be 
true of the School of Naval Justice at Newport. 

Mr. Kiupay. You have included a number of the smaller ones. The 
major ones would be the Infantry School, Staff School at Leaven- 
worth, War College, Industrial College. 

Mr. Buanprorp. That is right, those are all service schools. 

Mr. Bares. Then there will be no question on that point as to what 
a service school might be; is that right ? 

Captain Martinrav. Yes. 

Mr. Kivpay. I think the language is sufficiently flexible that if there 
should be any borderline question as to what constitutes a service 
school, the Secretary still has the power to make a finding and to 
authorize the change. And if it should be administered in the spirit 
of the language and with due regard for what we are attempting to 
prevent, there ought not to be any difficulty. 

What we are trying to discourage is a too frequent change of perma- 
nent station. 

Mr. Huppteston. The length of the duration of the school would 
not be involved ? 

Mr. Kirpay. Yes, under regulations I believe, a school 

Captain Martingrav. Present regulations now, Mr. Chairman, state 
that persons ordered to schools of less than 20 weeks’ duration will 
not be a permanent change of station. 

Mr. Harpy. Of course, that is a regulation and that could be 
modified. 

Mr. Kizpay. It could be, but this language takes care of that, I 
believe. 

“Ordered to service schools as a permanent change of station,” I 
think that that recognizes the existence of a regulation. It would 
not, of course, prevent its change. 
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Mr. Harpy. In any event it would require a finding by the Secre- 
tary even to change the regulation, so let it go. 

You are going to give him that responsibility anyway, so it is 
inconsequential. 

Mr. Kinpay. I think the only question would arise on relatively small 
borderline cases. I don’t think the Secretary would be too busy to act 
on those. 

Mr. Buianprorp. I think the legislative history that has been de- 
veloped on this section is going to certainly act as a great stimulant for 
the services to reduce their changes of station, and at the same time I 
think we certainly have enough in the record here to indicate that this 
is intended as definitely restrictive language. 

Mr. Harpy. I move the adoption of that language. 

Mr. Kitpay. Without objection, the language will be adopted. We 
will move to the next section. 

Mr. Bianprorp. This is to increase the pay of cadets at the United 
pine Military Academy, midshipmen at the United States Naval 

Academy, cadets at the United States Air Force Academy, and cadets 
at the Coast Guard Academy, so that they will now, upon enactment 
of this law, be entitled to 50 percent of the basic pay for commissioned 
officers in pay grade O-1. 

Now the pay of an O-1 is $222.30 a month. This would, therefore, 
take their pay to $111.15 a month. I believe this gives them $1,333 a 
year as contrasted with $980 a year they are now receiving. 

Captain Martineau indicated yesterday he would put in the record 
the justification, in addition to that which we discussed for this in- 
crease for these people at the Academy. 

Mr. Kitpay. Without objection, the information will be included in 
the record. 

(The information was not supplied in time for the printed record.) 

Mr. Kitpay. Without objection, the provision will be approved. 

(No response. ) 

Mr. Bianprorp. The next section is a very important section which 
applies to a handful of people to give them double-time credit in com- 
puting their retired pay as officers—— 

Mr. Kirpay. Without objection, the provision will be approved. 

Mr. Bianprorp. Now, section 5 we rewrote in part and I call this 
section to your particular attention and I will read it because it is 
very important to the group of people who might not otherwise bene- 
fit by the passage of the Career Incentive Act. 

The section will now read : 

Any person now or hereafter entitled to retired pay, retirement pay, retainer 
pay, or equivalent pay (including persons entitled to temporary disability retire- 
ment pay) computed at the rates prescribed in section 201 (a) of the Career 
Compensation Act of 1949, is entitled to have his pay computed at the rates pre- 
scribed by that section, as amended by this Act. For the purposes of that com- 
putation, an officer with less than three years of service for pay purposes, or a 
warrant officer or an enlisted person with less than two years of service for pay 
purposes, retired for physical disability or placed on the temporary disability 
retired list, shall have those rates increased by 6 per centum. 

If you will recall yesterday we did that in order to take care of the 
man, the officer, enlisted man, or warrant officer who might be retired 
for disability and it would almost invariably be as a result of a train- 
ing accident or combat. 








Mr. Kixpay. I believe we thoroughly went into that yesterday. I 
would like to remark that the language of this provision and the one 
on dislocation allowance seems to me to be in rather novel legislative 
language. It is more like a letter to somebody than it is like a legis- 
lative enactment. 

Mr. Harpy. You don’t object to it on account of that, do you? 

Mr. Kitpay. I was just wondering if we ought to get into this type 
of legislative expression. I don’t recall any other legislation in which 
we have worded it this way. 

Mr. Buanprorp. Actually we were faced with the problem here of 
attempting to put in as clear language as possible what the committee 
intended. 

Mr. Kitpay. We have never said “Is entitled to have his pay com- 
puted.” “Shall have his pay computed” is legislative language. 

Mr. Buanprorp. We didn’t want to put it on the basis of “shall be 
paid,” because we have people who alee not to draw their pay. We 
run into that situation. 

Mr. Kitpay. Do you anticipate that someone is going to refuse dis- 
location allowance? It is worded in the same language. 

Mr. Bianprorp. I can’t think of anybody offhand. 

Mr. Kitpay. “Under such regulations as may be approved by the 
Secretary concerned, a member of a uniformed service whose depend- 
ents are authorized to move and actually move in connection with his 
permanent change of station is entitled to a dislocation. allowance 
equal to his monthly basic allowance for quarters.” 

Mr. Buanprorp. That was the original drafting language, if I am 
not mistaken. I can’t explain that, because I had nothing to do with 
that language. 

Mr. Kiipay. Was there any reason for departing from customary 
legislative language on this? 

Colonel SterHens. No specific reason. 

Mr. Huppieston. Down in line 9, they say “shall have those rates 
increased by 6 percent.” 

Mr. Buanprorp. I think “shall be entitled” is better than “is en- 
titled.” 

Mr. Kinpay. I think it doesn’t make any difference in the provision 
we are making, but I think it is more in accordance with prior legis- 
lation. Wouldn’t the Judge Advocate agree ? 

Colonel Corsry. In the past few years there have been a great many 
changes. I understand they are unifying and this reflects that unifi- 
cation. 

Mr. Kirpay. I have no objection to being uniform. 

Mr. Buanprorp. I think it should be “shall be,” Mr. Chairman. I 
think “is entitled” raises a new type of grammatical construction 
which would require new interpretations by the Comptroller General. 

Mr. Kitpay. I think we would be better off in being positive. “Shall 
be” let us revise it that way. It doesn’t make any change in the provi- 
sion. It is just in the form of language. 

Mr. Bennett. It still leaves open the question of election. 

Mr. Bianprorp. I think Mr. Kilday’s point is what we are trying 
to do is give him an entitlement. 

Mr. Bennett. If you are substituting “shall be” for the phrase “is 
entitled to”—— 

Mr. Bianprorp. “Shall be entitled” I think is correct. 
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Mr. Bennerr. “Shall be entitled” doesn’t make any more certain 
the question of whether the man has to make an election or not. But 
if you said “Shall have his pay computed” then you have really done 
something. Then you eliminate any possibility that there is any elec- 
tion in it at all. 

Mr. Kitpay. At one place here we want to preserve an election. 

Mr. Harpy. “Shall be” suits me. 

Mr. Kiwway. I think so. I don’t like this- 

Mr. Bennett. I hope it is understood that nobody has to take any 
initiative in the matter. 

Mr. Huppiesron. Here it is right here (indicating). 

Mr. Bianprorp. I think the same change should appear on page 
13, line 3. 

Mr. Kipay. That is true. I mean in both provisions, they should 
be changed. 

Let us move on. 

Mr. BLanprorb. Section 6 is a very important section with regard 
to those persons who did not qualify under the Career Compensation 
Act and this provision says: 

Members and former members of the uniformed services who are entitled 
to received retired pay, retirement pay, retainer pay, or equivalent pay under 
laws in effect prior to October 1, 1949, shall be entitled to an increase of 6 
per centum of such retired pay, retirement pay, retainer pay, or equivalent pay. 

Section 7 is the effective day, section 8 is the savings provision. 

Mr. Kipay. I believe that concludes the bill. All of these. 

We won’t take action on voting on the bill because tomorrow and 
Friday we will have persons from outside of the Department to ex- 
press their views on the bill. We thought it would be better to mark 
it up the way we had it in mind rather than having them speak to 
provisions that we didn’t intend to report, anyway. So they will 
not be foreclosed from their suggestions or proposed amendments. 
But so that any proposed amendment would be directed toward what 
the committee has in mind. This way I think we will probably save 
a good many pages of the record. 

Mr. Harpy. Will we have a revised committee draft / 

Mr. Bianprorp. I don’t think so. There are no changes other than 
the corrections. We can correct them by writing. 

Mr. Harpy. The principal thing is whether or not the people from 
the outside who are going to testify are going to do so on the basis 
of committee action, the committee print, or the original bill. 

Mr. Bianprorp. They will have H. R. 2607, but tomorrow morn- 
ing and this afternoon, if we can get it to them, we will try to get 
them a copy of the confidential committee print. 

Mr. Kizwpay. Try to do that this afternoon. I think that is the 
value of having marked the bill up in advance, so they won’t waste 
effort on things already eliminated. 

We will meet tomorrow morning in open session at 10 o’clock to hear 
persons who have requested an opportunity to be heard and they have 
been notified to be present tomorrow and on Friday. Of course, the 
drafting committee will be here in case questions are asked. 

We will adjourn until tomorrow at 10. 

(Thereupon, at 11:29 a. m., the committee adjourned until 10 a. m., 
Thursday, March 3, 1955.) 











CAREER INCENTIVE ACT OF 1955 


THURSDAY, MARCH 3, 1955 


Howusk or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SuspcoMMITreE No. 2, 
Washington, D.C. 

The subcommittee met at 10 a. m., Hon. Paul J. Kilday (chairman 
of the subcommittee) presiding. 

Mr. Kirpay. The committee will be in order. 

We will continue in open session in the hearings on H. R. 2607. 

There is a committee print available. I want to make it clear there 
have been no final decisions made as to what should be included in any 
bill that we will report. I felt that it was perhaps better for the com- 
mittee to mark up a bill and have a committee print before hearing 
witnesses other than the Department witnesses, so they could avoid the 
waste of energy and effort in perhaps advocating something that we 
already intend to put into the bill or opposing something that we in- 
tended to eliminate from the bill. The committee print which we 
have is the present thinking of the committee, but there has been no 
vote taken on reporting any bill. 

Mr. Blandford has some things for the record. 

Mr. Bianprorp. I would like to include at this time a statement by 
Congressman Horace Seely-Brown, relative to the inclusion of H. R. 
3287 as a provision of H. R. 2607, that deals with the proposal that 
the Career Compensation Act be amended so as to authorize trans- 
portation in kind, reimbursement thereof or payment of a monetary 
allowance in lieu of transportation in kind to members of the uni- 
formed services for the transportation of baggage and household ef- 
fects in a house trailer or mobile trailer. 

Mr. Kitpay. Without objection, it will be included in the record. 

(The statement is as follows:) 

On February 8, 1955, I introduced a measure (H. R. 3827) to amend section 
303 (c) of the Career Compensation Act of 1949 (37 U. S. C., sec. 253 (c)), so as 
to authorize transportation in kind, reimbursement therefor, or payment of a 
monetary allowance in lieu of transportation in kind to members of the uniformed 
services for the transportation of baggage, and household effects in a house 
trailer or mobile dwelling. This measure is presently pending before your 
committee. 

I have noted with interest the consideration by your subcommittee of H. R. 
2607, to provide incentives for members of the uniformed services by increasing 
certain pay and allowance schedules. In my opinion, H. R. 3827 might properly 
be inserted, in its entirety, in section 2 (12) of H. R. 2607, which amends section 
303 (c) of the Career Compensation Act. 

One of the deterrents to reenlistment in the Armed Forces is unquestionably 
the shortage of appropriate housing for servicemen’s families. This fact has 
been recognized by the President who, in two of his messages to the Congress this 
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year, recommended measures for more and better housing as an aid in minimizing 
the high personnel turnover rate. The Congress is also cognizant of the fact 
that special attention must be given to encourage reenlistments. It is my sin- 
cere belief that those things which deter or discourage reenlistments in the 
Armed Forces should, if possible, be changed. 

I am sure it is quite evident to all of us that if a married man has the oppor- 
tunity to keep his family with him he will remain in the service for a longer 
period of time. House trailers have been the answer to the housing problem for 
many servicemen, since a mobile home provides the practical, economic, and 
effective way of moving the home and family together when a man is transferred 
to a new station. 

Those individuals who have purchased house trailers in an effort to keep 
their families with them when they receive orders to a new station are dis- 
criminated against, insofar as transportation of baggage and household effects 
is concerned, since the Comptroller General has ruled that there is no authority 
for transporting a trailer, as such, at Government expense. 

The measure which I introduced, H. R. 3827, corrects this situation in the 
following respects: 

1. Specific authority is granted to transport mobile homes and baggage and 
household effects. 

2. The provision of present law and regulations relating to the amount of 
baggage which may be transported, based upon the rank of the serviceman, is 
made inapplicable. In moving of baggage in a trailer or mobile home, there is 
no necessity for relating a weight allowance to rank. 

3. As in the case of other transportation H. R. 3827 provides three alter- 
natives: The transportation of the trailer by attachment to Government-owned 
towing vehicles, or by attachment to common carriers with whom the Gov- 
ernment has contractual relationships; or, the transportation of the mobile 
home by a common earrier at the request of the serviceman, in which case the 
common carrier’s charges, if paid by the serviceman, are reimbursed by the 
Government to the serviceman. 

Or, where the serviceman owns his own towing vehicle, monetary allowance 
to the serviceman at a rate not in excess of 20 cents a mile. 

It would be expected that the Government would select the method which 
would be least expensive to the Government. The 20-cent a mile maximum 
would not be required in many cases, but is set at that figure to meet the require- 
ments where 10 cents a mile is assessed to travel on the highways in certain 
States. 

Under the provisions of the bill which I introduced, the Government actually 
would realize a savings in the payment for transportation of baggage and 
household effects. Also, the bill would not affect the presently authorized 
methods of providing transportation for dependents, 


Mr. Buanprorp. I have a similar statement in behalf of H. R. 3827 
as an amendment to H. R. 2607 by former Senator Scott W. Lucas 
in behalf of the Mobile Homes Manufacturers Association. 

Mr. Kitpay. Without objection, it will be included in the record. 

(The statement is as follows:) 


Mr. Chairman and members of the subcommittee, I am submitting this state- 
ment on behalf of the Mobile Homes Manufacturers Association, a trade organi- 
zation of mobile home manufacturers, with headquarters in Chicago, Ill. This 
statement is in connection with H. R. 2607, a bill to provide incentives for 
members of the uniformed services by increasing certain pays and allowances. 

In connection therewith, we would respectfully direct your attention to the 
inequitable situation of approximately 125,000 service families presently living 
in mobile homes. Their situation can be significantly improved by the inclusion 
of the provisions of H. R. 3827 in the overall provisions of H. R. 2607. 

These 125,000 service families who have provided their own mobile homes 
are, under the present terms of the Career Compensation Act, compelled to 
bear the expense of the transportation of these mobile homes in a change of 
station. 

Under the terms of H. R. 2827, introduced by Congressman Horace Seely- 
Brown, service personnel owning mobile homes would be placed on equal terms 
with their fellow servicemen whose furniture and possessions are moved at 
Government expense. 
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This would be accomplished by providing for such mobile homeowners “(a@) 
transportation in kind of such house trailer or mobile dwelling and the baggage 
and household effects therein; (b) reimbursement therefor, if the house trailer 
or mobile dwelling and the baggage and household effects therein are transported 
at the member’s expense; (c) if such house trailer or mobile dwelling is towed 
by the member’s own vehicle, a monetary allowance at a rate not in excess of 
20 cents per mile (based on distances established or to be established pursuant 
to existing law) in lieu of transportation in kind or reimbursement therefor, or 
any monetary allowance in lieu of transportation in kind, to which he might be 
entitled for the movement of transportation of such baggage and household effects 
under this subsection.” 

This suggested addition to H. R. 2607 is made necessary by rulings of the 
Comptroller General and the Defense Department which have held that there is 
no authority under present law for transporting a trailer (mobile home) as such, 
nor is there authority in present law for transporting baggage and household 
goods in such a house trailer. 

We are pleased to be able to file this statement with your committee, for the 
years following World War II have witnessed a tremendous growth in the size 
of the mobile population, not the least of which, of course, are the 125,000 service 
families mentioned above. 

These thousands of service personnel are ample testimony to the virtue of the 
mobile home. For service and civilian personnel alike, the mobile home has 
provided a unique and efficient answer to the problem of maintaining the unity 
of the family when it is required by the exigencies of the service or the civilian 
job to move about from place to place. 

It should be noted, of course, that our interest in seeking more equitable treat- 
ment for these mobile home dwellers in the armed services is not a new one. 
We have pursued the matter from time to time with the appropriate offices in 
the Department of Defense and with your committee. We are hopeful that, in 
the light of the keen interest now being evidenced in the Congress in the pay 
and allowances structure of the Military Establishment, the inequity we have 
described here may be cured. 

We have corresponded and talked with hundreds and hundreds of service 
personnel who have been affected by this frailty in the Career Compensation Act. 
We are certain that favorable consideration of this bill, H. R. 3827, will produce 
a real satisfaction among the members of the armed services who have for years 
past solved, and who will in the future solve, their housing problem with the 
mobile .home. 

It might be noted, too, that, beyond correcting an inequity, this bill may 
provide a certain savings in the cost of movement of military personnel. As 
between those who use the current methods of transporting their furniture and 
goods and those who might be moving their belongings within their house trailer, 
a savings to the Government is possible. 

For example, we can consider a hypothetical case of a shipment of goods 
between Topeka, Kans., and Fort Worth, Tex. This is a distance of 526 miles. 
We can assume the movement of 5,000 pounds of household goods presently 
allowed a staff sergeant. 

The present tariff for transporting such goods by commercial moving van is 
$5.08 per hundredweight to the Government. This would represent a cost of 
$254 for transportation, disregarding crating and other costs. This results in 
au rate of 48 cents per mile. 

Assuming, in our hypothetical case, that the house trailer to be moved between 
the same 2 points was a 40-foot model (a larger than average trailer), the com- 
mercial cost of towing would amount to $147, or a per mile rate of 28 cents (the 
size of the trailer determines the rate of towing charge per mile). Thus, in 
comparing the 2 charges, limited only to transportation, and not including crating, 
and so forth, the savings in cost to the Government would be $106.72. 

In the light of the above considerations, we hope that you will be able to con- 
sider favorably the inclusion of the provisions of H. R. 3827 in H. R. 2607. 

The interests of the thousands of service personnel who have provided them- 
selves with housing by their private purchase of mobile homes will be greatly 
served by such an amendment to the Career Compensation Act. 

Mr. Kitpay. The first witness will be Mrs. Wilma J. Frederick. 
Commissioned Officers Association, United States Public Health 
Service. 
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Captain Witensucuer. Mrs. Frederick is our secretary, and I am 
the national counsel and they wish to appear through me. 

Mr. Kinpay. Very well. 

Captain Wmensucuer. I should like also to say that I am here to 
make a statement on behalf of the Retired Officers Association and I 
think the procedure would be more orderly if I could make the state- 
ment on behalf of the Retired Officers Association first. 

Mr. Kitpay. That is satisfactory. Identify yourself to the reporter, 
please. : 

Captain Wittensucuer. I am Capt. Franz O. Willenbucher, United 
States Navy (retired), executive vice president and legal counsel of 
the Retired Officers Association. I appear to represent the president 
of the association, Lt. Gen. Willard S. Paul, United States Army 
(retired), who regrets very much his inability to be present personally 
to present the statement. 

Mr. Kitpay. Be seated if you like. 

Captain WiLttensucuer. We have a written statement but I should 
like to have permission to file it for the record because it covers points 
already considered by the committee. 

Mr. Kitpay. Without objection, it will be included in the record. 

(The statement is as follows:) 


The Retired Officers Association strongly supports the pending measure, H. R. 
2607, and recommends its speedy approval and enactment. Such action is urgently 
needed now to bring the pay of members of the uniformed services into closer 
correlation with the increased cost of living and also accomplish the intended 
objective to promote career incentive. 

In October 1949, Congress enacted the Career Compensation Act, which sought 
to establish a just and reasonable standard for the pay of all uniformed person- 
nel, active, and retired. The pay schedules, however, were lower than those pro- 
posed in the relatively conservative recommendations of the Hook Commission. 
Since that time, industry has granted its workers various increases; and, during 
the same interval Congress has enacted a raise for the civilian employees of the 
Government, the latest such increase having been voted in October 1951, and 
made retroactive to July 1, 1951. 

On May 19, 1952, due to the spiraling cost of living, Congress enacted Public 
Law 346, 82d Congress, for the purpose of extending to active and retired per- 
sonnel of the uniformed services a much needed and somewhat overdue pay 
increase. 

What was originally recommended as a 10-percent increase and so passed 
by the House became, in the legislative process, but a 4-percent increase, with 
some increases in rental and subsistence allowances for those on active duty. 

H. R. 2607 is designed, in the interest of retaining trained personnel on a 
more permanent basis in service, to grant selective increases to members of the 
uniformed services. This necessity, of course, arises out of the increasing cost 
of living. 

Congress has through the years established and maintained the principle of 
scaling active-duty pay at relatively low levels, which took into consideration 
that careers in the uniformed services lead to retirement with pay. 

Consequently, when an increase is made in active duty basic pay, it normally 
applies to retired pay by the same percentage factor. No affirmative legislation 
phraseology should be needed to accomplish this just determination, and none 
is needed for those of the retired groups whose pay is computed on the basis of 
rates established by the Career Compensation Act of 1949, for they will auto- 
matically come under the provisions of this basic pay legislation. 

However, the pending bill does not provide increases in retired pay for large 
numbers of personnel, many of whom were retired from the service for physical 
disability, including those who were wounded in combat. Thus this bill, which 
should reach all, does not accomplish that result. 

Retired pay is not based on total active-duty pay. It is a percentage only of 
basic pay determined by the number of years of service or degree of service- 
incurred physical disability, and never exceeds 75 percent of the basic pay. It is 
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usually less than that maximum, for relatively few serve long enough to become 
entitled to 75 percent of their basic pay. 

Testifying before a House Appropriations Subcommittee in 1951, J. Robert 
Loftis, Assistant for Administration in the Department of Defense, submitted 
a statistical tabulation of the Retired Pay Annuitants on Rolls, Fiscal Years 
1950, 1951, and 1952. 

A study of the numbers estimated as being on the rolls as of June 30, 1951, in- 
dicates that more than 45% percent of all officers and enlisted men, including 
members of the Fleet Reserve, who were receiving retirement benefits as of that 
date, earned their retired pay by virtue of service-incurred disability. 

An additional 1014 percent were members of the Fleet Reserve. Of the re- 
mainder, all of whom were retired after many years of honorable service to 
the Nation, there is no doubt that a significant percentage comprises individuals 
who are now disabled through sickness, disease, and superannuation. 

Those familiar with the history of pay legislation for the uniformed services 
know that there had been no general increase from the 1908 levels prior to the 
enactment of the Career Compensation Act of 1949, except for the lower ranks 
and enlisted ratings whose pay was substantially increased during the middle 
forties. 

And further, it is common knowledge that the pay of the uniformed groups 
historically lags behind that of civilian employees of the Government. 

It is to be hoped that the pending proposal will accomplish the intended pur- 
pose to improve service attractiveness, and the Retired Officers Association joins 
with all others in the realization of the necessity for improved national defense 
which is based more upon personnel considerations than any other single factor. 

All retired personnel, regardless of the time of their retirement or the laws 
under which they draw their retired pay, have the right to expect, and do expect, 
that they will be included in any pay increases which may be enacted at this time. 
This is so in view of the action of Congress in 1952 under similar conditions 
when the 4-percent increase was enacted. 

That legislation (Public Law 346, 82d Cong.), applied the increases to all 
retired personnel on a basis of equality. It is also true in the 
official public announcements. 

With respect to the action in the 1952 Pay Act (Public Law 346, 82d Cong.), 
section 2 of that law, which is quoted as follows, had the effect of including all 
retired officers in the pay raise then enacted: 

“Sec. 2. (a) Members and former members of the uniform services entitled 
to receive retired pay, retirement pay, retainer pay, or equivalent pay computed 
on the rates prescribed in section 201(a) of the Career Compensation Act of 
1949 shall be entitled to have such pay computed on the rates as prescribed by 
this Act. 

‘“(b) Members or former members who are entitled to receive retired pay, re- 
tirement pay, retainer pay, or equivalent pay under laws in effect prior to Oc- 
tober 1, 1949, shall be entitled to an increase of 4 per centum of such retired pay, 
retirement pay, retainer pay, or equivalent pay.” 

This resulted from the action of this committee and of the House of Repre- 
sentatives which felt that justice and the existing situation required the ex- 
tension of the increases which were then enacted to all retired personnel alike. 

The Senate, when that legislation was under consideration, provided that the 
increases should be extended only to those who qualified under the more rigid 
formulae under the Career Compensation Act itself. However, the House pro- 
posal found acceptance in conference and in the enactment of the 1952 pay 
increase, 

Despite that action of Congress, which it was felt by all retired personnel 
would establish the manner in which these situations would be met in the future, 
the present bill, as written, proposes to adopt the Senate phraseology which did 
not find acceptance in 1952. Our association cannot too strongly point out the 
error which would be made in adopting that as the policy and consequently pro- 
poses a specific amendment. 

The association’s proposal is to renumber present section 6 as section 7 and 
insert a new section 6 as follows: 

“Sec. 6. Any person who is entitled to received retired pay, retirement pay, 
retainer pay, or equivalent pay under laws in effect prior to October 1, 1949, shall 
he entitled to an increase on the basis of the same percentage increase under 
such laws, to which members and former members of the uniformed services in 
similar status as to rank or rating and length of service, covered by Section 5 
of this Act, will be entitled to receive as herein provided.” 
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it is strongly urged that this suggested amendment be approved by the com- 
mittee in simple justice to the group of retired officers who would otherwise 
receive no benefits whatever from the legislation as written in the bill. 

In conclusion, the Retired Officers Association wishes to assure the com- 
mittee-that it will always support fair and equitable proposals and that it con- 
siders the pending bill such a proposal, subject only to the proposed modifica- 
tion. It has been a pleasure to appear here today and present our views on this 
legislation, and our association wishes to express its gratitude to the commit- 
tee for permitting it to express its views. 

Thank you. 

Mr. Kitpay. Would you care to make a supplemental statement? 

Captain WittensucHer. Yes. Our association earnestly supports 
this bill and the enactment of this legislation. It has one recommenda- 
tion and that is that the bill, as introduced, did not include all retired 
officers for consideration for an increase in pay and our association 
has earnestly recommended that any legislation enacted include all, 
regardless of the laws under which they may receive their retired pay. 

That concludes my statement, Mr. Chairman. These points have 
been considered; we are very gratified to know that they have been 
discussed and also that the committee print reflects a consideration 
for those people. 

Mr. Kinpay. You have read the committee print as to a provision 
granting an increase to persons retired under laws other than the Ca- 
reer Compensation Act, have you? 

Captain WILLENBUCHER. Yes, sir, I have. 

Mr. Kitpay. And do you endorse that provision ? 

Captain WitLtensucuer. I should like to answer that this way; Our 
recommendation was that a provision be included in the legislation 
giving to all retired officers an increase proportionately according to 
their rank and length of service and their pay scales. 

But our association would not like to say that it supports that par- 
ticular provision but would rather leave that to the wisdom of Con- 
gress, those in responsibility, as to what they feel is just and the coun- 
try can stand by way of the total bill. 

Mr. Kinpay. So you neither endorse nor oppose the provision. 

Captain WitLensucuer. Neither endorse nor oppose the provision, 
but so long as those people are included. 

Mr. Kiipay. You are pretty happy with it though, are you not, Cap- 
tain? Never mind. 

Captain WILLeNBucHER. Now Mr. Chairman—— 

Mr. Bianprorp. You do endorse the proposal insofar as it goes, 
don’t you, Captain ? 

Captain Wittensucuer. Certainly. 

Now, Mr. Chairman, I should like to have the record show my ap- 
pearance for the commissioned officers of the association, in the same 
way and I hand to the reporter my identification for that purpose. 

Mr. Kiwpay. W ithout objections it will be included in the record. 

(The information is as follows :) 

I am Capt. Franz O. Willenbucher, United States Navy, (retired) national 
counsel of the Commissioned Officers Association of the Public Health Service. 
I appear to represent the president of the association, Senior Sanitary Engineer 
Director Albert H. Stevenson, who regrets his inability to be present to make 
this statement in person. 

Captain WitLensucuer. This is a very brief two-page statement. 


and I should like to read it. 
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Mr. Kizpay. Go right ahead. 
Captain WILLENBUCHER (reading) : 


The Commissioned Officers Association of the United States Public Health 
Service appreciates this opportunity of appearing before the committee to pre- 
sent its views, concerning the pending bill to promote career incentive in the 
uniformed services. 

Our association includes approximately 81 percent of the Regular active and 
retired officers of the United States Public Health Service and 34 percent of its 
Active Reserve. Consequently, and in view of its activities and studies, the asso- 
ciation is familiar with the needs of the commissioned corps of the United States 
Public Health Service and the current state of morale of its members. 

At the outset our association desires to add its strong recommendation to the 
many others which the committee will receive for the enactment of appropriate 
legislation to accomplish the purpose of improving career incentive. The neces- 
sity for action in this respect has been apparent for a considerable time. 

The pending bill is the result of a vast amount of study and preparation toward 
that end. Our association favors, in general, the enactment of the bill, as written, 
and believes that it will go far toward achieving the desired purpose. 

At the same time expressing its support of the pending proposal, our association 
wishes to state that, in its opinion, all personnel of the uniformed services, both 
active and retired, are hard pressed to meet their financial responsibilities, in 
view of increasing living costs, and currently inadequate service pay levels. 
Certainly, this is so of the personnel of the United States Public Health Service. 
In this connection, the action of Congress in extending pay increases to the 
uniformed services in the 1952 Pay Act has proven not to have been adequate. 

Our association is well aware that, with the large numbers of personnel of the 
seven uniformed services, relatively small individual pay increases place rela- 
tively large total obligations upon the people of the country. Our association, 
as do others, we are sure, realizes this, but the necessity of adequate affirmative 
action in the best interests of the country is now clear. 

We have a vastly different kind of an economy today than we had 15 years 
ago. In the not too far distant future, we are to have perhaps 200 million 
population, with all of the attendant demands for maintenance, services, and 
development. In this situation, it is important that adequate provisions must 
be made for the well-being of the uniformed services if they are to function 
efficiently to accomplish their assigned missions. 

The proposed bill is defective in one important respect, in that it does not extend 
the proposed pay increases to all retired personnel, but only to those in the 
group who have qualified, or may qualify, to receive their retired pay under the 
formulas of the Career Compensation Act of 1949, as amended. 

The 1952 pay increases, such as they were, were applied to all. Any pay 
increases now enacted should, likewise, be applied to all. Our association is 
aware of and, in general, supports the statement presented to the committee by 
the Retired Officers Association. 

Specifically, the Commissioned Officers Association of the Public Health Service 
supports and urges the enactment of this legislation which will contribute mate- 
rially to the attractiveness of the career services in the Public Health Service and 
the other uniformed services. 

Thank you very much, Mr. Chairman. 

Mr. Kirpay. Just for the record, Captain, of course, the deficiency 
mentioned in the statement has been taken care of in that the bill does 
apply to all as reflected in the committee print. 

Captain WILLENBUCHER. Yes, sir. 

Mr. Kitpay. Thank you, Captain. 

Captain WiLLenpucHer. Thank you very much. 

Mr. Kitpay. Mr. Stevenson, national commander of Disabled Offi- 
cers Association. 

Come around, Mr. Stevenson, please. 

Mr. Stevenson. I see that you havea prepared statement. You can 
read it if you like or you can include it in the record or amplify it, just 
as you prefer. 
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Mr. Srevenson. Our expression of thoughts on this subject was 
naturally prepared prior to the marking up of the bill. The marking 
up of the bill, as we have analyzed it, has not changed our thoughts on 
the details. So I would prefer to read the statement if I may, know- 
ing that your action is anticipatory and not final. 

Mr. Kizpay. Very well. Be seated if you like, or stand if you 
prefer. . 

Mr. Srevenson. I am M. S. Stevenson, national commander of the 
Disabled Officers Association, and am sincerely appreciative of this 
opportunity to appear before your committee, and to submit to you our 
thoughts on the proposed Career Incentive Act with which you are 
now concerned. 

Since the name of our organization was changed by our national con- 
vention in 1954 to its present name—Disabled Officers Association—I 
would like to preface my remarks on the legislation itself with an ex- 
planation that we are the group that was organized in 1919 as The 
Disabled Emergency Officers of the World War, and that has been 
continuously active under that name, as a recognized national veterans 
organization, down through these many years. 

Under this new name there has been no change in our membership 
qualifications, members consist only of those who have served in the 
Armed Forces as non-Regular officers—as civilian officers rather than 
professional officers—and who, as a result of line of duty disability, 
have been retired. 

There has been no change either in the basic principle upon which 
the organization was originally foundei—equality of treatment in all 
respects—both during active service and upon retirement for dis- 
ability—equality of treatment in all respects with personnel of the 
Regular forces having equal rank and length of service. 

We are strictly a service organization, and have confined our activi- 
ties, and our national convention actions, almost exclusively to those 
matters that concern the group—past, present, and future—covered 
by our membership qualifications. All of us, as individuals, are 
naturally interested very strongly in other facets of national defense, 
civilian defense, good government and good citizenship, but we express 
that interest through membership and activity in those other veteran, 
patriotic, and civic groups whose concern is in these larger fields. 

I say this in explanation of the fact that my remarks on the bill 
that you are now considering will be confined to those phases of it 
that concern our group directly, leaving to others comment and sug- 
gestions on the many other points involved in a complex matter of this 
sort. 

And now to the legislation itself. First, I would like to let you 
know that at our 1954 national convention, our organization voted 
unanimously to endorse the findings of the Womble committee report, 
and to urge its adoption, with special consideration being given to the 
cost-of-living pay increase. 

That action mandates me to call two particular things to the atten- 
tion of your committee. First we believe that the rate of pay for dis- 
ability retirement should go back to 75 percent of active service pay, 
as recommended by the Womble committee. 

I realize that nothing on that subject is in this present legislation, 
but it is within the province of this committee and I would welcome 
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the opportunity to return, if and when it does come up, as it un- 
doubtedly will, to develop some further thoughts on that subject. 

Secondly, with respect to that cost-of-living increase recommended 
by the Womble committee report, this bill with which you are now 
concerned is, with the exception of its nonapplication to short-service 
personnel, exactly that, even though not identified as such. Certainly 
the general increase of a minimum of 514 percent as in the original 
bill in all ranks with over 3 years service is justified, and we ask that 
it be approved by your committee and become the law. 

We believe, too, that the considerably higher percentage increases 
proposed at those stages of service where it becomes a personal! prob- 
lem as to whether to stay in or to get out will help in solving the pres- 
ent problem of resignations. 

We are highly concerned, however, with two particular problems in 
connection with this new scale, realizing, of course, that the active-pay 
scale is also the determining factor as to the amount of pay received 
when an individual is retired for physical disability. 

The first has to do—not with we who have been retired, but with 
those of the future who may—in the first 2 or 3 years of their service— 
be wounded, or injured, or in any way, through direct-service con- 
nection, be disabled to the extent that they can no longer serve actively 
but must accept retirement. 

Under the proposal you are now considering, the disability-retire- 
ment pay of these so-called short-service officers will be based upon 
active pay rates that have been in effect for several years—in no way 
would they benefit by the provisions of this bill in its original form. 

In times of real war, these first years are the years in which junior 
officers, particularly, undergo their most strenuous service—in which 
they are subjected to the heaviest rigors of training accidents, and of 
enemy action, and of everything else that goes with being a leader of 
combat troops when an actual shooting war is on. In prior wars 
many have been killed in combat and others have been permanently 
incapacitated by wounds long before completing 3 years service. The 
same will happen in future wars. 

It is our suggestion, Mr. Chairman, that provision be made in this 
bill that any commissioned officer heretofore or hereafter retired for 
physical disability prior to the completion of 3 years service be given 
retirement. pay as if he had completed over 3 years service. Naturally 
we also recommend that the same be done for enlisted personnel and 
warrant officers retired before completion of 2 years service. 

The other angle of this across-the-board increase, with its minimum 
of 514 percent, that I must call attention to is that, by the fact that 
this law amends only the Career Compensation Act, its increase in 
active-duty pay, and the correllary retired pay, can apply only to 
those who elected to receive retired pay under that particular law— 
the Career Compensation Act. There are some retired officers who 
are left entirely out, so far as this particular cost-of-living increase is 
concerned as originally submitted, because they did not elect to re- 
ceive retired pay under the Career Compensation Act, but are now 
being paid under laws in effect prior to October 1949. 

Their cost of living, too, has increased, and we believe that your 
committee will want to give them the benefit of this new measure, even 

though they are not included in its provisions as it now stands. 
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One of the charts submitted by the Department of Defense noted 
that the cost-of-living increase bet ween 1949 and August 1954 has been 
13.1 percent. The group about which I am talking now did receive 
the 4 percent increase which was effective in 1952, so it is our sug- 
gestion that there be authorized, by an amendment to this bill, an 
increase for that particular group—those who are receiving disability 
retired pay under laws in effect prior to October 1949—in the amount 
of approximately 9 percent of their present pay. 

Clauses 13 and 14, appearing on pages 6 and 7 of the original bill, 
would permit new “elections” by persons retired because of disability. 
We think it is highly important that these provisions be retained in 
the bill so that those who are affected may have an opportunity to 
receive the amount of retired pay most favorable to them. 

As you know, the records of all persons retired because of dis- 
ability prior to October 1949 were reviewed, and findings were made 
as to the percentage of disability existing at the time of retirement. 

Each person was then informed as to the percentage of his dis- 
ability and as to the amount he would receive should he elect to take 
retired pay under the Career Compensation Act. 

In some cases the difference in the amount paid under the old law 
and that paid under the Carreer Compensation Act was so small— 
at times only a few cents a month—that individuals did not consider it 
worthwhile to make the election. 

And, of course, where the amount under the Career Compensation 
Act was smaller than the amount then being received, no election was 
made. Here, briefly, are two typical examples; 

A first lieutenant with over 3 years but under 4 years service with a 
60 percent disability for an amputation above the knee was being 
paid under the old law $157.50 per month. Under the Career Com- 
pensation Act he was offered $158.18, a difference of only 68 cents 
a month, and he did not elect to make the change. Under the proposal 
before you today he would, if drawing retired pay under the Career 
Compensation Act, be entitled to $201.24 a month. 

Then there is the case of a second lieutenant with over 8 but under 
10 years service also with a 60 percent disability because of complete 
arm paralysis due to gunshot wounds, who was drawing $165 a month 
and who, under the Career Compensation Act, was offered $162.45. 
Of course, he did not accept this loss of $2.55 a month, so did not elect 
to be paid under the Career Compensation Act. If he had, however, 
under this proposed amendment he would be entitled to $196.56 a 
month. 

On so-called border line cases of this sort individuals had every 
reason to believe that if future changes were made in the law they 
would be given an opportunity to elect the method of payment which 
then would be most favorable to them. 

Mr. BLanprorp. May I interrupt you there. 

What prompts that statement, Mr. Stevenson ? 

Mr. Srevenson. What prompts that statement? 

Mr. Buanprorp. Yes. 

Mr. Stevenson. The fact that upon the passage of the Career Com- 
pensation Act it was felt that the new principle of disability retire- 
ment based on a fixed percentage of active duty pay, that was the 
principle that was being insituted at that time through the Career 
Compensation Act. 
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Mr. Bianprorp. I mention it only because we gave these people 5 
years in which to make their election. 

Mr. Stevenson. On the basis of the rates in effect at that time. 

Mr. BianpForp. And it seemed to be pretty definite that once they 
made an election that would be a final election. 

Mr. STEVENSON. You say it seemed to be pretty definite 

Mr. Bianprorp. It seemed to be pretty apparent. 

Mr. Witson. Do we have a copy of the form that they were re- 
quired to fill out ? 

Mr. Bianprorp. I don’t have a copy of it. 

Mr. Witson. Could it be submitted to the committee ? 

Mr. Kitpay. They were notified what percentage would be at pres- 
ent pay and what it would be under the Career Compensation Act. 
Is that right / 

Mr. Stevenson. That is right. 

Mr. Kitpay. It was rather simple. 

Mr. Witson. But it stated it was a permanent election, if I remem- 
ber the form. 

Mr. Kitpay. I don’t remember. 

Anyway, Mr. Stevenson construes it as being a precede nt on that 
occasion that you anticipated would be carried forward. 

Mr. Stevenson. It would be tied in with this fixed percentage of 
active-duty pay. Of course, that was changed, the 4 percent increase 
is not in existence now and you are proposing in your marked bill to 
change it. 

Mr. Kitpay. I think we understand your position. Go ahead with 
your statement. 

Mr. SrTeEvENSON. Yes, sir. 

It is our belief that even if some sort of cost-of-living increase is 
awarded to this particular group they still should have an opportunity 
to elect now under the amended Career Compensation Act. 

It seems that the cost of administering this part of the act should 
not be too high. The percentage of dis: ability existing at the time of 
retirement has already been determined. Therefore, “the only addi- 
tional work necessary would be to apply that known percentage of 
disability to the new basic pay rate and to inform the individual 
accordingly. Certainly if dollars and cents are involved im such an 
election every individual concerned should have the renewed oppor- 
tunity to make an election. 

And now, gentlemen, I fee] I express the thought of our entire group, 
even though the question of incentive pay has never come before them 
in that particular phrase, in saying that we approve everything in- 
cluded in this proposal that you are now considering—overall active 
pay increase, extra pay for hazardous duty, a substantial realinement 
m the pay of technical personnel at the time when they must decide 
whether to stay with it or to get out, and the very substantial, and 
well-deserved increase in the pay of our high-r: anking officers—all of 
these have our approval, but we say again that they do not go quite 
far enough in detail to really solve the present problem. 

And in the very nature of the group that we are. I say this particu- 
larly with respect to those who have been—and more specifically with 
respect to those who may be—no, some day who will be faced with the 
prospect of retirement for physical disability. They cannot speak for 
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themselves, for no one of them really believes that he will be disabled 
to that extent. 

This is the group for which you gentlemen must legislate, even with- 
out their knowing about it in detail, or inadvance. And their eventual 
thoughts on this particular phase of this problem will be influenced 
as much by what has been done for those disabled in the past as by 
what the law offers them for the future. 

In brief review, then, we ask specifically that those persons receiving 
disability retirement pay under laws in effect prior to October 1949 be 
given a cost-of-living increase; secondly, that added benefits be pro- 
vided for the so-called short-service personnel who may be subject to 
disability retirement during the early years of their service; thirdly, 
that your committee, even if not in connection with this proposal, give 
consideration at some future time to going back to the principle of 
75 percent of active service pay as the basis of disability retirement 
pay; and finally that, by all means, there be retained in the measure 
the provision for “reelection.” 

And now, Mr. Chairman and committee members, just a few added 
words that are not included in our prepared statement just submitted. 

This statement as I mentioned was based on and its recommendations 
have to do with the Career Incentive Act as originally introduced on 
January 20, the original H. R. 2607. 

The provision in the original bill under which persons retired 
because of disability would have been given the right of reelection was 
stricken out and there was added provision for 6 percent increase in the 
retired pay for all those receiving pay under laws in effect prior to 1949. 

Before closing then, I would like to emphasize that the right of 
reelection be retained in the measure. I would like to return to the 
two cases I mentioned. 

There was the first lieutenant with 60-percent disability with over 
3 but under 4 years of service. Under the old law he was paid $157.50 
a month. In the Career Compensation Act he was offered $158.18 a 
month. This meant an increase of only 68 cents a month and the 
man did not elect to change and so continued at $157.50 but not under 
the Career Compensation Act. 

Then, of course, in 1952 he received the 4-percent increase. So at 
the present time he is drawing $163.80. 

Under the terms of the Career Incentive Act, as originally drawn, 
wherein he was given a chance to make an election of his benefits, 
he would be entitled to 60 percent of $345.40, that is the new active- 
duty rate for his rank and length of service, which would mean $201.24, 
an increase of $37.44 a month. 

Now, if his right to elect is removed, as has been proposed, and he 
is given an increase of 6 percent, this increase would amount to $9.82 
a month; $37.44 if he could elect, $9.82 since he cannot elect, a minus 
figure for him of $27.62 a month. 

Case No. 2 did 1:0t elect under the Career Compensation Act, because 
the amount offered was less by $2.55 a month than he was drawing at 
that time. Including the 1952 increase of 4 paves, this present 
retired pay, a second lieutenant, 60-percent disabled, with over 8 but 
less than 10 years service, considerable precommission service, of 
course, his present pay is $171.60. Under the terms of the Career 

Incentive Act, as originally drawn, wherein he was given a chance to 
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make an election of its benefits, he would be entitled to 60 percent of 
$327.60, which would be $196.50 a month, an increase for him of $24.96; 
if his right of election is removed as has been proposed and he is 
given the proposed 6-percent increase, his new rate of pay will be 
$181.70, an increase of only $10.27; $24.96 if he could elect, $10.27 
since he cannot elect, a minus figure to him of $14.69. 

Now, I say again, gentlemen, that it seems only fair that with this 
change of retirement pay brought about by the new active-duty rates 
in this bill, these borderline cases that did not elect to be paid under 
the original Career Compensation Act now be given the opportunity 
through election to receive the same benefits being awarded to those 
who did elect earlier to be paid under the original Career Compensa- 
tion Act. 

Certainly our organization, and all veteran organizations, I am 
sure, in advising individuals on these cases suggested that they not 
elect to be paid under the then Career Compensation Act, if it meant 
a financial loss to them. 

This advice was based on the assumption that under the new prin- 
ciple of disability retired pay, established in the Career Compensation 
Act, where retired pay was based on a certain percentage of active- 
duty pay, that percentage being the individual’s percentage of dis- 
ability, these individuals would naturally be given a chance to make 
a new election, if and when the active-duty scale was changed. 

It is being changed by this measure. We believe that everyone 
affected should have an opportunity to elect or not to elect under its 
new active-duty provisions. Only those with substantial disabilities, 
60 percent or more, could possibly benefit if given the right to elect. 
It is our opinion that their number is comparatively few. 

But, even so, their cases are very, very worthy of your sympathetic 
consideration. 

Thank you, Mr. Chairman and gentlemen, for this opportunity to 
present the thoughts of our association on this subject. Should there 
be any questions, Lieutenant Tilghman, national adjutant, and I will 
be glad to answer them. 

Mr. Kinpay. Thank you. 

You do recognize the fact that prior to the Career Compensation 
Act all retirement was on the basis of 75 percent ? 

Mr. Stevenson. Yes, sir. 

Mr. Kirpay. And in that act we changed it to the percentage of 
disability at the time of retirement ? 

Mr. STEVENSON. Yes. 

Mr. Ktipay. So that the distinction between the Career Compensa- 
tion Act and the present proposal lies in the fact that at that time we 
were adopting a new retirement system, and this time we are not, 
isn’t that correct ? 

Mr. Stevenson. No. You are modifying 

Mr. Kinpay. Active-duty pay. 

Mr. Stevenson. Modifying active-duty pay. You are modifying 
retirement pay under the amended bill, also. 

Mr. Kitpay. By granting the 6 percent. 

Mr. STEVENSON. Yes. 
Mr. Kitpay. We are not modifying it, we are increasing it. 
Mr. Stevenson. Increasing it? 
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Mr. Kixpay. On the other occasion we changed the system where a 
can would possibly get more or less. But this time he can only get 
more. 

Mr. Srevenson. It is our feeling that the passage of this bill with- 
out including in it the right to election does ¢ -hange in very substantial 
nature the basic principles of retirement pay as established in the 
original Career Compensation Act, Mr. Kilday. 

Mr. Kitpay. I understand your position. 

Now, you have recommended—whether you agree with what we 
propose or not, I want to develop those areas which you recommend 
and which the committee print proposes. 

Mr. Stevenson. Yes, sir. 

Mr. Kitpay. You recommended that something be done for those 
retired under laws in existence prior to 1949. Whether adequate or 
not we have taken action on that. 

Mr. Srevenson. Yes, sir. 

Mr. Kitpay. As to the short-service personnel that you recom- 
mended be taken care of, we have made a provision for that, whether 
you regard it as adequate or not. 

Mr. STEVENSON. Six percent ; yes, sir. 

Mr. Kitpay. Now, you also recommend we go back to 75 percent 
either here or at subsequent legislation. That we have not done and 
we have not provided for reelection. So out of the 4, we have 2; that 
is right ? 

Mr. Stevenson. Not to the extent we recommend, but to some extent. 

Mr. Kitpay. I understand. 

Mr. Stevenson. I repeat again it is very important in my opinion, 
that right of election. 

Mr. Kixpay. I understand. 

Mr. Gavin. Mr. Chairman. 

How many cases such as you illustrated there do you think there are? 

Mr. Stevenson. I have no idea of knowing positively. But not very 
many. 

Mr. Gavin. Just approximately. 

Mr. TinguMman. I wouldn’t venture a guess, but I think it is safe to 
say that the number would be comparatively small. Because the only 
people who could positively benefit would be those with a 60-percent- 
disability rating, 50 percent wouldn't have done them any good under 
the Career Compensation Act, and it wouldn’t do them any good under 
this act. They would still on this act on a 50-percent rating receive less 
than they were receiving under laws in effect prior to 1949. So it 
would be only those borderline cases where the rating brought the new 
Career Compensation Act brought the pay to within a few dollars or 
a few cents of what the man was receiving before. 

Mr. Kitpay. They would all have to be “notified / 

Mr. TirgHMAN. I can see no administrative problem. The deter- 
mination as to the percentage of disability has been made. The depart- 
ments would merely check their record, and where the man had not 
made an election, send him a new form letter with the percentage of 
disability which has already been determined, back in 1949, 1950, 1951, 
applied to the new rate. It would involve no real readjudication of 
the claim. 
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Mr. Kripay. But a recomputation in each instance with a letter 
stating the present and what it would be in the future and requiring an 
election to be made ? 

Mr. TirguMman. That is right. 

Mr. Stevenson. Only in the case of those who did not accept their 
payment under the Career Compensation Act, however. 

Mr. Bares. That is right. 

Mr. Kitpay. Suppose somebody wants to go back to the laws prior 
to 1949 ¢ 

Mr. STevenson. He can do that now. 

Mr. TirgHMAN. No, not if he has elected under the Career Compen- 
sation Act. But I can’t think of any one wanting to go back. 

Mr. Kitpay. Thank you. 

Mr. Bennerr. Prior to your testimony I hadn't fully realized that 
there are people in existence who did not elect back yonder, but if this 
law, that we now enact, becomes law, would not get as much money as if 
the election was being made today. 

Mr. Stevenson. Yes. 

Mr. Bennett. That is true? 

Mr. Stevenson. Yes, indeed. 

Mr. Bennett. It is true some people, if we don’t put an election 
clause in this bill, some people will get less money ¢ 

Mr. Stevenson. That is right. 

Mr. Bennetrr. Do you feel we could bring this thing to an end 
sometime; in other words, do you feel this would cut it off for the 
future? 

Mr. Srevenson. Here is the point: Has Congress established as its 
new principle of retirement a certain—for disability—a certain per- 

centage of the active-duty pay as the active-duty pay changes from 

time to time, or has Congress established as its new principle of re- 
tirement that percentage of active-duty pay at the time that it passed 
that particular law. That is for you gentlemen to determine. 

In other words, if you wanted to tie retired pay in with active-duty 
pay as it changes from day to day or week to week or year to year, 
that is one thing. But if you want to say that a man shall be entitled 
to a certain fixed dollar-and-cents amount based on the percentage 
of active-duty pay was at the date he was retired, that is a different 
principle. 

Mr. Bennett. Personally, I think you made a very strong case 
which I hadn’t appreciated before your talk. | 

Mr. Stevenson. Yes; I am talking about one of them, I don’t know 
how many there may be, even if there are only a few, it is still the 
principle. 

Mr. Kirpay. Are there any other questions from the committee? 

(No response. ) 

Mr. Stevenson, The gentleman I am talking about walks around 
here everyday. 

Mr. Bates. Captain Martineau? 

Mr. Kizpay. Do you have those figures? 

Captain Martrtneav. I have some of those numbers, Mr. Chairman; 
yes, sir. 

Our statistics indicate that the numbers of these short service per- 
sonnel 
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Mr. Kirpay. That is not the point that we are concerned about. 

Mr. Sreruens. People who were drawing retirement pay under laws 
in effect prior to the Career Compensation Act ? 

Captain Martineau. Yes. We have a total in the 4 armed services, 
a total of some 43,500 who are drawing retired pay under laws other 
than the Career Compensation Act. And of pall some 34,000 are 
retired for physical disability. 

Mr. Hésert. What percentage, Captain, above the 60 percent that 
Mr. Stevenson was speaking about ? 

Do you have the breakdown of that 35,000 that you mentioned who 
are drawing disability pay, what percentage of that 35,000 would 
come into the area above 60 percent disability ? 

Captain Martineau. I don’t have that information at this time. 

Mr. Bianprorp. One other point, Mr. Chairman, I think we should 
not overlook. That is while Mr. Stevenson is talking about election 
for pay purposes under the proposed Career Incentive Act, this opens 
up entirely again the Uniformed Services Contingency Option Act 
with what result I would hesitate to say because I don’t believe any- 
body can predict. There would be cases now with men with a 40-per- 
cent disability who would now elect to come under the Uniformed 
Services Contingency Option Act in view of the fact that they have 
discovered that they have a disease or they are in poor health and 
their wives would undoubtedly outlive them. 

Prior to this time they did not make that election. So when you 
talk about making an election here you don’t confine it just to the 
Career Compensation Act, you are opening up the whole aspect of 
the uniformed services contingency option act. 

Mr. Bennett. Why do you feel you open that up. 

Mr. Bianprorp. Because you would have to open it up to be fair 
to the people. If you make this election people would now feel that 
they would be entitled to come under the Uniformed Services Con- 
tingency Option Act. They might not be able to afford the reduction 
in their pay under the old laws in effect prior to the Career Compen- 
sation Act. 

Now, they will say, they are entitled to that. 

Mr. Bennett. I think that is pretty farfetched. 

Mr. Buianprorp. The department considered it in this bill. 

Mr. Bennerr. Which department bill. 

Mr. Buanprorp. The one in front of you there. 

Mr. Bennett. You mean it was stricken by the Department ? 

Mr. Bianprorp. No, it was stricken by this committee. 

Mr. Kitpay. Thank you. Capt. Thomas Jackson ? 

Captain Jackson. Mr. Chairman, I was originally not supposed 
to appear here as a witness, but Mr. Hoeppel who is in California 
was unable to get here in time for this hearing. He asked me to come 
up here for him. 

Mr. Hoeppel is a former Member of Congress and he publishes a 
national-defense magazine that is in the interest of enlisted men and 
former enlisted men. 

Now, the object of his appearance was to urge upon this commit- 
tee that H. R. 554 be connected with this present bill under considera- 
tion by appropriate amendment. 
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Now, that has to do with double-time service in connection with 
retirement and for the treatment of the enlisted men who did not 
reach the commissioned rank the same as those who did. 

Now, I don’t know as much about this as Mr. Hoeppel so he has 
sent to me a copy of a letter to the chairman of the committee which 
I will ask be received and made a part of the record. 

Mr. Kirpay. Without objection, it will be included in the record. 
(The letter follows:) 


FEBRUARY 27, 1955. 
Hon. CarL VINSON, 
Chairman, House Armed Services Committee, 
Washington, D. C. 


Dear Mr. VINSON: I know you are a busy man, and as such you cannot give 
detailed study to various problems which come before you and your committee. 

One such problem is to eke out justice to personnel of the armed services, 
active and retired; especially is this true when you have prejudiced individuals 
who submit evasive or deceptive information to you and your committee. 

I mention this, because you recently wrote to a colleague, indicating that the 
Department was opposed to granting longevity pay for double time to retired 
enlisted men. Merely because the Department opposes is one way to legislate 
in a biased manner, and as I know you wish to be fair, I respectfully request 
that you read the following statement of facts, and compare them, with the 
contortionism of the Pentagon which claims that our appeal is discriminatory, 
ete. 

I refer specifically to amending H. R. 2607, to provide equalization in retired 
pay to enlisted men between the period of June 1, 1942, and June 20, 1946. 

The chronological history of longevity pay for double time is as follows: 

Prior to enactment of the Pay Readjustment Act of June 16, 1942, officers and 
men received a maximum of 40 percent in longevity pay. As this act changed 
longevity pay to a maximum of 50 percent it naturally increased. the pay of all 
military personnel, except those of us, who gained double time, fighting our 
Nation’s battles on foreign soil. 

For instance, in my own case, my longevity pay was reduced from 40 percent 
to 35 percent, and as a result, I and many others did not receive 75 percent of 
the pay of our rank, as is provided in the act of February 14, 1885, establishing 
retirement. 

Your able subchairman, Mr. Kilday, recognized this discrimination against 
the real fighting men of the service, and he introduced a bill to remove this 
injustice. 

The War Department reported favorably on Mr. Kilday’s bill, and the Assistant 
Secretary of War, Mr. Patterson, said it was a good bill, and not discriminatory 
against any other enlisted men or group. Accordingly the bill passed your 
committee and the Senate, and was sent to the President. President Roosevelt, 
because of change of attitude by the War Department, vetoed the bill. 

Again in 1946 Mr. Kilday introduced another bill, or added the vetoed bill to 
the Pay Act of June 29, 1946, and it then became law, thus giving to all men 
who retired with credit for 30 years’ service the full 75 percent of the pay of 
their rank, as provided in the original law, establishing retirement. 

From July 1, 1946, to the present all retired enlisted men who retired with 
credit for 30 years’ service (including double time), all of them have received 
and are now receiving 75 percent of the pay of their retired rank. 

Seeking to give to retired enlisted men, the proper 75 percent of the pay of 
the rank at which they retired, Mr. Kilday again introduced a bill to grant the 
49 months’ longevity pay to men who had double time, and who during this 
period, received only 35 to 45 percent received the full 75 percent—as the law 
stipulates. 

Again this bill by Mr. Kilday passed your committee and the Senate and was 
sent to the White House. It was again vetoed on the urging of the Pentagon 
group, which as I see it, are penalizing all retired enlisted men, because they 
have an antipathy against the undersigned. 

Continuing, in the Career Compensation Act of 1949, Mr. Kilday again provided 
that all men who retired with credit for 30 years’ service should receive 75 
percent of the pay of their rank—and because this provision of his, was tied up 
with an increase for the Pentagon group, it became law. 
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It seems ironic that only when retired enlisted men’s legislation is tied up 
with legislation in which officers profit, that this seems to be the only way we 
‘an obtain justice. 

When Congressman Wilson (the veterans’ friend) recently requested infor- 
mation from the Department of Defense as to the justice of our proposed amend- 
ment to give equalization in pay to all who had double time, and who received 
less than 75 percent of the pay of their rank, for the period stated, the Pentagon 
would not answer the specific question, but began to throw mud at myself and 
associates, saying that what we are proposing would entail myriads of hours 
of research, etc. 

As I explained to Congressman Wilson there is not one iota of truth in the 
communication from the Pentagon. 

You can see for yourself that what we appeal for, require no research of any 
kind, and what we plead for would give our rapidly diminishing group simple 
justice, in these our last days. 

Please read the enclosed brief which elucidates a bit more in detail than this 
communication. 

As so many of the men who would have profited had this legislation became 
law in 1943 or 1944, as Mr. Kilday proposed, this condition no longer applies, 
as they have passed on—and those who yet remain, are rapidly falling prey 
to the Grim Reaper. 

If you wish you can add a proviso to the proposed amendment to H. R. 2607 
{see last page of brief) to provide that benefits provided in this act shall not 
be automatic (thus requiring absolutely no research), and that all beneficiaries 
under this amendment be required to apply for this equalization in pay within 
a period of 2 years or whatever term seems more appropriate to you. 

Please do not let the prejudiced younger legislative represenatives in the 
Pentagon pull the wool over the eyes of the committee. Mr. Kilday will confirm 
every word_uttered here, I am sure. 

In conétusion, may I say that the best way to serve the men of today is to 
be fair to those who served in the yesterday years. I myself was discharged the 
first time from the Army, over 56 years ago. And again, in conclusion, may I 
hope your own health is good, as I wish you all of the best in the years ahead. 

With thanks, I am, 

Your well wisher, 
J. H. Horpeer, Manager. 

Post Orrice Box 687, ARCADIA, CALIF. 


Captain Jackson. And a short brief in support of the bill. 
Mr. Kupay. That will also be included in the record. 
(The brief follows :) 


BRIEF IN Support OF AN AMENDMENT TO H. R. 2507, To ProvipE EQUALIZATION IN 
RetireD PAy TO ENLISTED MEN WHoO Retirep WirH CrepiT For 30 YEARS’ 
SERVICE 


(Amendment proposed is shown at the conclusion of this brief) 


The following pertinent facts are submitted in connection with consideration 
of the proposed amendment, to equalize retired pay of enlisted men who retired 
from the armed service with 30 years’ service credit. 

(a) The act of February 14, 1885, establishing the right for enlisted men to 
retire after 30 years’ service has never been repealed. This original retire- 
ment act provides that when an enlisted man shall have served 30 years in 
the armed services he shall be eligible to retirement, and that on retirement 
he will be entitled to 75 percent of the pay of the rank at which retired; and 
in addition, that he would be entitled to subsistence, clothing, and quarter allow- 
ances for life. 

(b) The Pay Readjustment Act of June 16, 1942, which for the first time in 
American history provided subsistence allowances for officers, arbitrarily in the 
same aci, took subsistence and other allowances from retired enlisted men, even 
though some of them had been receiving subsistence, clothing, and quarter 
allowances for 50 or more years. 

To be more specific, retired enlisted men had their allowances taken from 
them, while for the officers a new innovation in the same act was established 
to give officers and their dependents subsistence allowances, which allowances 
they are today receiving. 
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DISCRIMINATIONS IN RETIRED PAY ALSO ESTABLISHED 


Even though the original retirement act for enlisted men has not been re- 
pealed, and even though this original retirement act provided that men retired 
with credit for 30 years’ service should receive 75 percent of the pay of the rank 
at which they retired, this provision of law, was also arbitrarily circumvented by 
a provision in the act of June 16, 1942, which prescribed new methods of com- 
puting longevity pay. 

(a) The act of June 16, 1942, increased longevity credits for officers and men 
to a maximum of 50 percent, from the hitherto maximum of 40 percent. As a 
consequence of this act which provided increased longevity pay fer the armed 
services, all such individuals received an imcrease in longevity pay, ecept retired 
enlisted men, who at the time of their retirement had double-time credit on which 
their retirement as enlisted men after 30 years’ service was based. In the case 
of the writer of this brief, longevity pay was actually decreased to 35 percent 
while other enlisted men without double-time credit for retirement, received the 
full 50-percent increase in longevity pay. 

(b) Under this new method of computing longevity pay, based only on active 
service (and disregarding double-time credits) all men who served abroad, fight- 
ing our Nation’s battles on foreign soil and suffering every hazard and sacrifice 
all these men had their longevity pay reduced, so that effective June 1, 1942, all 
such retired enlisted men received less than 75 percent of the pay of the rank at 
which they retired. This reduction in longevity pay continued until July 1, 1946, 
after which period (in the Pay Act of June 29, 1946) they were given full 75 per- 
cent of the pay of their rank, as provided in the original act establishing retire- 
ment. 

(c) During this period of 49 months, from June 1, 1942, to June 30, 1946, all 
other enlisted men who retired with credit for 30 years’ service (and who did not 
serve abroad but who served safely here in the United States, enjoying all:com- 
forts and social conveniences )—all these men received the full 75 percent of the 
pay of the rank at which they retired. 

(ad) The incorporation of the proposed amendment in H. R. 2607, would give 
to approximately 1,000 or more men (yet living) who gained double-time credit 
before August 24, 1912, the small difference in pay rightfully due them—to thus 
equalize the retired pay during this 49 months’ service—so that those who served 
abroad and in combat, would get the smail difference in pay (which was denied 
them), but which was received by men of similar rank and retirement credit, who 
remained safely at home within the confines of the United States. 

(e) Unlike today when exorbitant bonuses are offered to enlisted men to re- 
main in service, during and following the Spanish-American War, the Philippine 
Insurrection, and the conflict in China, the War Department reeommended and 
Congress voted “double-time credits” as an incentive to induce men to reenlist 
and to serve in these areas—at a time when men were desperately needed. 

(f) Ironically though, these men who revolunteered to serve our Nation when 
their services were desperately needed, they now find that they were victimized 
out of 49 months’ pay at 75 percent of the rank at which they retired (as was 
promised them, if they would serve to retire under the 30-year act). The in- 
clusion of the proposed amendment would remove this discrimination which they 
have been suffering since June 1, 1942, and up to July 1, 1946. 

(9) The Pay Act of June 29, 1946, recognized the merit of the appeal of these 
retired enlisted men, and since July 1, 1946, they have been receiving the same 
full 75 percent of the pay of their rank on parity, with other retired enlisied men 


of similar rank, and with credit for 30 years on retirement. The Pay Act of 
October 1949, known as the Career Compensation Act, also recognized the services 
of these men and again provided for them the full 75 percent of the pay of the 
rank at which they retired-—thus equalizing the retired pay of all men who 
retired with credit for 30 years’ service. 

(h) During their period of service, these enlisted men roceivel low ] 


($15.60 per month on foreign shores), they had insuilicient medical care 
rations, including embalmed beef, and wormy hardtack and myriads of discou 
forts While campaigning in Cuba, the Philippines, and in China. As a cons: 
quence, the most of them have already gone to their final rest, while the bu 
those remaining had impaired health during their lifetime. and are t 
Virtnally all of them, at their advanced age, physical derelicts. 
(i) In accordance with the foregoing partial statement of fact stipulati 

injustices perpetrated on this small group ef men whose numbers are being 
rapidly redvecd through death attrition, it is respectfully requested that the 
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committee include the following proposed amendment to H. R. 2607 to remove 
this discrimination which exists to the aged and disabled enlisted men of the 
Spanish-American War period. 

Amendment at the end of line 12, page 3, add a new section as follows: 

“Sec. 3-A (a). The proviso in section 202 (d) of the Career Compensation 
Act of 1949 is amended by striking out “That” and inserting in lieu thereof “that 
effective as of June 1, 1942.” 

“(b) Any retired pay accruing by reason of the enactment of this Act. to any 
retired enlisted men for the period beginning June 1, 1942, and ending June 30, 
1946, shall be paid in a lump sum to such retired enlisted man, or, in the case of 
his death, to his widow, if he left one, by the Secretary of the Army, or the 
Secretary of the Navy, as the case may be.” 

Respectfully submitted. 

JOHN H. HoepPe., 
Manager, National Defense, Arcadia, Calif. 
(Retired as master sergeant, Air Force, August 16, 1921.) 


Captain Jackson. Personally I would be for this bill for two 
reasons. 

The bill was sponsored by a Member of Congress who I believe is 
as familiar and as interested in veteran and armed services affairs as 
any Member of this Congress, and for the second reason, from my 
examination it seems fair and just and should be accepted. 

That is all T have to say and I thank you very much. 

Mr. Kivpay. Thank you, Captain. We will give it consideration 
in executive session. 

Mr. Kivpay. Mr. Justin Chambers of the Reserve Officers Asso- 
ciation. 

Come around, Mr. Chambers; be seated if you like. 

Mr. Cuampers. Mr. Chairman, I have submitted copies of a state- 
ment to the committee staff which I would like to have included in 
the record, sir. 

Mr. Kitpay. Without objection it will be included in the record. 

(The statement follows :) 


The Reserve Officers Association is happy to have the opportunity to support 
as shrongly as possible the enactment of legislation to increase the pay of 
uniform military personnel. 

The alarming rate at which both officers and men are leaving the services and 
the difficulty with which new personnel are recruited presents a most serious 
threat to our national security, 

This, in substantial part, is a reflection on the low morale of many members 
of the military service. 

No military service is stronger than the morale and enthusiasm of its per- 
sonnel. One important influence on morale is the question of military pay. 
While there are many who for patriotic reasons are most anxious to serve in 
the military forces, the sheer economics of the world in which we live today 
requires each to consider the financial support he can afford to his family 
or dependents. 

It would, perhaps, be well if through some magic military personnel did 
not require payment for their services. Unfortunately, the facts are that their 
families and their interests require the same financial support as their con- 
temporaries in civilian life. In some cases due to the complexities of military 
life their living costs are much higher. 

In October 1949 Congress enacted the Career Compensation Act. While this 
was an improvement in the pay situation which existed at that time, no one 
argued that the pay. schedule established by that act was completely inadequate. 

In May 1952 Congress again enacted legislation which gave a 4-percent 
increase in pay to military personnel along with certain increases in the rental 
and subsistence allowance. 

During this same period of 6 years industry has granted its workers various 
increases in pay and the civilian employees of the Government have received 
substantial salary increases. It is probable that in no case has salary kept 
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up with the spiraling costs of living, but members of the military service are 
far behind their contemporaries in civil life. 

It is unreasonable to assume that military men will remain in the service 
unless their income bears more relationship to the cost of living. According- 
ly, this bill has been called “a bill to promote career incentive in the services.” 

Furthermore, the cost to the Government resulting from the high military 
turnover is prohibitive—not only in dollars and cents but, more importantly 
in readiness of our military structure. 

In the opinion of the Reserve Officers Association the enactment of such 
legislation is a must. 

The association recognizes that the approach to these pay increases is unique 
and in that it provides increases in relation to the amount of service and the 
attained rank of an individual. It is probable that there will be those who 
offer other plans such as a flat salary increase for all hands. 

It is not the intention of the association to enter into arguments as to how 
the pay is increased. It believes that a pay increase is vital, long overdue, 
and must be enacted. 

Accordingly, it is fully supporting this bill as introduced, but if, in the 
wisdom of the Congress, some other plan to increase pay is deemed more 
appropriate then it will support that proposition with equal force. 

There is one point in the bill as introduced which we believe requires atten- 
tion and change. The emoluments of a military man include not only his 
pay while on active duty but, among other things, the delayed payment he 
receives in the form of retirement pay he receives after he leaves active status. 

It is intended that the increases in this bill extend to all retired officers, 
excepting those who were retired for physical disability prior to the enactment 
of the Career Compensation Act. 

It is a fact that a very substantial percentage of those who were retired for 
physical disability were retired as a result of wounds received in action. It 
is our firm belief the increases in this bill should extend to all personnel, active 
or retired. The dubious benefits which would accrue to certain borderline cases 
if they are required to make an election as is suggested by this bill can only 
result in injustices more pronounced than those which took place when the 
Career Compensation Act was adopted in 1949. 

Retired pay for disability is as old as armed forces 

Basically, it has always been available so that a man, if disabled, need not 
fear complete economic want. In one of the old statutes of England, and I 
do not intend to claim this is an exact quotation, it discusses the payment to 
disabled officers in the following language: “It is well that those who suffer 
loss of limb or injury in the service of their country be provided for so that 
others may be encouraged to do likewise.” 

We believe this bill should not discriminate against those who were disabled 
and therefore, it is the opinion of our association that the benefits of this bill 
should cover all retired personnel as well as those on active duty. We thank 
you for the opportunity of having submitted our position on this important 
legislation. 


Mr. CuaAmpers. Thank you for allowing us to appear and under- 
score our belief that the continuous turnover of personnel within the 
armed services requires the enactment of a pay bill. We have watched 
with a great deal of alarm the decrease in reenlistments throughout the 
services and also the fact that it is apparently increasingly difficult for 
aman going through ROTC. 

We believe the pay is only one of many things. It has to be done 
to build up a career service to make it attractive. But we do think it 
is a most important one. We would also like to comment on the com- 
mittee print in that in our prepared statement we had suggested also 
a change in the pay rates of those officers who were retired under laws 
in effect prior to October 1, 1949. 

We are delighted that you have recognized the principle that some- 
thing should be done. We do not believe you have gone far enough. 
Actually we think that the same percentage of increase that is given 
to people in the active service should apply to those officers, the same 
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percentage of increase. We recognize that it would vary within the 
various grades. 

I think also the discussion this morning has been healthy and if and 
when this committee in its wisdom decides to consider again the ques- 
tion of whether or not an officer who meets minimum requirements for 
eg disability retirement shall again be entitled to 75 percent of 

is pay, the association will be delighted to testify and cooperate on 
that. 

I think at times we overlook the fact that 75 percent of the pay is 
really only about 50 percent of a man’s pay and a 40- or 50-percent 
disability retirement particularly for those that have met the mini- 
mum qualifications for retirement, and frequently is less than they get 
under other programs. 

That is all we have to say, sir, except that we do urge strongly that 
some pay bill be put through. 

Mr. Kizpay. Thank you. Glad to have your statement. 

Mr. Bianprorp. May I say that the Uniformed Services Contin- 
gency Option Act was not in the Department measure, it was dis- 
cussed during the drafting stage. I apologize to Mr. Bennett. 

Mr. Kinpay. Mr. Larry Cates, Air Line Pilots Association. 

Mr. Cares. Mr. Sayen, president of the Air Line Pilots Association, 
is here and will make a statement. 

Mr. Kitpay. Be glad to hear from you,sir. Come around. 

Mr. Saren. My name is Clarence N. Sayen, president of the Air 
Line Pilots Association, International, and International Federation 
of Air Line Pilots Associations. 

We have submitted to the committee here copies of our statement, 
so in the interest of brevity and to save time we would like to have that 
inserted into the record. 

Mr. Kitpay. Without objection it will be included in the record. 

(The statement fellows :) 

My name is Clarence N. Sayen. We are very appreciative of the opportunity 
to appear here today and state our views on this important legislation. As 
background, in the event the committee should have any questions, the follow- 
ing is a short sketch of some of my current activities and those of the Air Line 
Pilots Association, International. 

I am president of the Air Line Pilots Association, International. I am also 
president of the International Federation of Air Line Pilots Associations, which 
is a federation of the pilot-representing organizations of some 22 countries: a 
member of the committee on operating problems of the National Advisory Com- 
mittee for Aeronautics; a member of the executive committee of the National 
Air Transport Coordinating Committee; a member of the war air service pattern 
committee of the Defense Air Transportation Administration; a member of the 
Civil Aviation Air Defense Advisory Committee; a member of the National 
Aviation Noise Reduction Committee ; a member of the Civil Aeronautics Admin- 
istration Prototype Aircraft Advisory Committee; a member of the executive 
committee of the Radio Technical Commission for Aeronautics; and a member 
of the Chicago Aero Commission. I do not currently hold any reserve position 
in the armed services. 

The Air Line Pilots Association is a voluntary representing organization for 
professional pilots of scheduled United States air carriers. It presently has a 
membership of over 12,000 active and inactive members employed by 41 United 
States certificated air carriers. The association represents professional airline 
pilots in all aspects of their professional life. 

It is their bargaining agent under the Railway Labor Act, maintains an exten- 
sive air safety organization in 116 councils scattered throughout the United 
States and a number of foreign countries, and is spokesman for the airline pilot 
in his relationship with municipal, State, Federal, and international organi- 
zations. 
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We appear before you today in support of the Department of Defense Career 
Incentive Act of 1955. 

We would like to state at the outset the reasons for our interest in this 
problem. We are not here to represent any particular group. There is nothing 
in this legislation that will directly benefit our organization or its members 
except as such benefit is derived in the overall national interest. We support 
this legislation for the following reasons: 

1. We believe that this legislation is in the national interest. It is our desire 
that the most capable people be drawn into the Defense Establishment of our 
country on a career basis. We believe further that this legislation will increase 
the efficiency of our armed services and will be an investment toward the 
solution of some of the current problems of the armed services. 

2. We believe that our studies and experience in the fields of wage theory, 
incentive systems, collective bargaining, and so forth, qualify us to set forth an 
educated view on this subject. We, of course, are not here in connection with 
any project in collective bargaining and would not desire to have our appearance 
so construed. However, we hope that our testimony will be viewed with con- 
sideration for our experience in fields related to this legislation. 

The proposed adjustments in compensation are justified by any normal 
measure employed in establishing rates of compensation. 

In the establishment of rates of compensation, rules, and working conditions, 
normally an individual is entitled to at least the following considerations in the 
establishment of his level of income: 

1. The maintenance of his purchasing power—he is entitled to keep his wages 
in line with the cost of living. 

2. To share in the increased national productivity and thus enhance his stand- 
ard of living accordingly. If the ability of our industrial system to produce in- 
creases at a rate of 2 to 3 percent annually, an individual is entitled to share in 
that increased productivity in terms of either lower prices or increased earn- 
ings. 

3. To be compensated for any substantial change in job content or increased 
responsibility. 

By any of the foregoing measure, the adjustments which have been requested 
in the Department of Defense Career Incentive Act of 1955 are justified. 

However, in addition, there is an opportunity presented to the employer—in 
this case the Federal Government—in making the adjustments requested to 
aid in the solution of some urgent national problems. 

The increasingly complex nature of the machines, technology, and procedures 
necessary to our national defense require that turnover of highly trained skilled, 
and experienced personnel be minimized. Such rapid turnover not only jeo- 
pardizes efficiency but is uneconomical and wasteful. <A private enterprise faced 
with a similar turnover problem would be unable to compete with another enter- 
prise maintaining a higher experience level. The orientation of the rates of com- 
pensation and incentives included in a pay system offer the best alternative 
available for minimizing turnover and inducing capable people to select a par- 
ticular career and persist in it. 

This legislation also offers an opportunity to reduce the high cost of training 
required by complexities of modern technology and the high cost of the machines 
employed. 

Rapid turnover means that new individuals must be constantly trained. To 
provide such training today is very expensive. We would like to give a few 
examples of training costs in the field in which we are most experienced. 

The Air Force has released figures estimating that it costs $120,000 to train an 
aviation cadet to the minimum experience level required in order that he may 
be assigned to a particular mission. 

We believe this is a realistic figure. We know that a commercial airline 
operating today’s large and complex transport aircraft may spend $400 an hour 
or more to operate an aircraft for pilot training. If, after having invested 
$120,000 in the training of a pilot, only 3 years’ utilization is secured, the train- 
ing cost alone is $40,000 per year. Since the individual may only be avaiiable 
for assignment to a particular mission for 1 year of that period, the cost for 
service may be $120,000 tor one year. 

If, on the other hand, the individual is retained in service for 10 years or more, 
the training cost is, of course, amortized over a longer period. It appears to us, 
therefore, that the problem is the simple one of trying to get as many years of 
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amortization of the training cost as possible from each individual. This has long 
been recognized in civil commercial aviation where training costs are also high 
but-the very small turnover in pilot personnel makes possible amortization over 
a long period. 

In the tield of aviation, a pilot rapidly loses his competency unless he is kept 
either in training or in the performance of an assigned task. Retraining is very 
expensive. The national defense requires currently qualified people, and with 
the rapid changes today in the state of the art, this means people who are con- 
stantly keeping up with technological developments. 

A reduction in the turnover will increase the level of experience, increase 
efficiency, and reduce accidents and waste. Any measure that will accomplish 
the foregoing must be viewed as an investment. 

For practical examples of the foregoing, we turn again to the aviation field 
in which we feel most competent. 

Accident statistics will demonstrate that there is a direct relationship between 
the level of experience of pilots and accidents. Figures released by the MATS 
First World-Wide Flight Safety Conference of July 21-23, 1954, showed that 
as of May 1954 the average level of experience of pilots in the Air Force was 
approximately 2,247 flying hours. 

For the Military Air Transport Service, it was approximately 2,991. Com- 
mercial airline pilots’ average experience was over 7,500 hours for first pilots 
and 4,000 hours for copilots. 

At least one airline averaged 9,000 hours for first pilots and 4,000 hours for 
copilots. It was also demonstrated that there was a relationship between the 
number of accidents and the level of experience, with the larger number of 
accidents occurring in the lower experience levels. We all know that accidents, 
whether major or minor in nature, are extremely expensive, both in the destruc- 
tion of equipment and personnel and in their indirect effects. 

It is our opinion that the complex technology of today’s aircrafi and the pro- 
cedures under which they are employed will require a higher level of experience. 
We do not subscribe to the theory that future aircraft will be flown only by 
extremely young men of high stamina. We believe that they will be best flown 
by pilots who are well trained and have long experience. The writer has just 
completed a course in instrument flying in jet aircraft and his view remains 
unchanged on this point. 

As the level of experience increases, we believe that the efficiency will improve. 
Increased efficiency, of course, means a more effective national defense at a lower 
overall cost. 

The efficiency of our uniformed services depends upon the retention of the 
most capable and best qualified personnel. 

Our uniformed services are in direct competition for personnel with private 
enterprise. The rates of compensation, rules, working conditions, and prospects 
of advancement must be such that the uniformed services may attract adequate 
numbers of personnel and retain the most capable by encouraging them to make 
a career in the Defense Establishment. 

We are all familiar with examples of professions and trades where inadequate 
compensation and career incentives have resulted in the most capable people 
people leaving and going into some other endeavor. The result is that the less 
competent and ambitious individuals remain and lesser standards of performance 
must be accepted. 

This has been true, in our opinion, in the teaching profession where the re- 
wards have been inadequate and, as a result, the most capable people, with the 
exception of those who are dedicated to their work have gone into other lines 
of endeavor, and communities have had to lower their standards to fill teaching 
positions. The results have certainly not been in the public interest. While the 
parallel is not directly comparable, it is believed that the uniformed services 
cannot afford such a situation. 

In some instances, a capable representing organization has been capable of 
halting and reversing such a trend. In this case, the judgment and wisdom of 
Congress and the President must be the deciding factor. 

Incentive and hazard pay is necessary and performs important functions. 

We believe that the incentive system and hazard pay are a good investment 
and that this element of compensation should be maintained at a level where 
it peforms its assigned functions. 

These functions are several. First, it attracts qualified people to a certain 
type of service and encourages them to stay in it. 
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An example, of course, is flight duty where the extra pay for flying duty 
attracts people to an assignment which is often very hazardous and encourages 
them to stay in it. 

Secondly, flight and hazard pay encourages an individual to keep currently 
qualified in his particular line of endeavor. We consider this very important. 
There are too many people in important policymaking positions and administra- 
tive jobs today who are not currently informed and qualified in their field. Too 
many people who have been assigned to a desk job because of their technical 
knowledge have remained in that assignment long enough so that they are no 
longer technically current. Their judgments are beinz formed as a result of 
experiences of past years. In this age of rapid technological change, it is 
imperative that our policymaking and administrative people keep currently 
qualified in their field. This can only be accomplished by periodic participation 
in their field. I have been away from active day-to-day flying for 5 years. 

However, I have just completed the senior officers jet instrument familiariza- 
tion course at Moody Air Force Base. This course enables individuals to 
familiarize themselves with current problems in instrument flying and traffic 
control in jet aircraft. It is amazing the misconceptions that can be formed 
in a few years of theoretical application to a subject rather than practical 
experience. 

In this connection, we strongly support the efforts of the Air Force to keep 
their senior officers current on technical problems and their making such an 
vpportunity also available to selected civilians. We helieve such programs are 
an excellent investment which will pay high dividends. 

I would also like to inject here that this most recent. contact and conversations 
with the men in the Air Force impressed me very strongly on the need for this 
legislation. 

Third, whatever separate elements of compensation may be labeled, the net 
result is a certain level of compensation required to accomplish a certain objec- 
tive. Incentive and hazard pay has been incorporated in the compensation 
structure of the uniformed services to accomplish a certain objective and it 
should be kept at a level that will do the job. To alter the relationship in the 
pay structure would have undesirable consequences in vital segments of our 
armed services. 

We have only a limited amount of airspace over our country which must be 
shared by the civil and the military. It is rapidly becoming more and more 
congested with resultant efficiency and safety problems. The solution of these 
problems and the efficient and safe utilization of the airspace require a high 
level of experience, morale, and training in the men who will be solving the 
problems and utilizing the airspace. 

We have directed some of our remarks directly to aviation because that is our 
particular field. However, we believe that they are equally applicable in other 
fields with similar problems. 

In closing, we would like to again express our appreciation to the members 
of this committee for making this presentation of our views possible. It is hoped 
that what we have had to say will be of help to you in your consideration of 
this important legislation. 


Mr. Kitpay. Would you care to be seated, Mr. Sayen? 

Mr. Sayen. Thank you. 

Mr. Kizpay. We will be glad to have any supplemental statement 
or amplification. It may be that some members of the committee may 
want to ask some questions. 

Mr. Sayen. I would like to make 1 or 2 brief remarks outhning 
the points in our statement and our reason for being here. 

First, I would like to state that we strongly support this proposed 
legislation. 

The Air Line Pilots Association is the representative of practi- 
cally all the professional airlines pilots of the United States. 

The International Federation of Air Line Pilots Associations is a 
pilot organization representing some 22 countries. 

As head of the Air Line Pilots Association I am called upon from 
time to time to serve on various commissions and policymaking boards 
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that have to do with civil and military aviation; for example, I am a 
member of the Committee on Operating Problems of the National Ad- 
visory Committee for Aeronautics, member of the Defense Air Trans- 
portation Committee, Civil Air Defense Advisory Committee, and so 
forth. 

I would like to say that one of the things that prompted interest in 
this particular bill was that I was recently selected among other 
civilians in some policymaking positions.in this country in civilian 
aviation to attend a course at Moody Air Force Base, Valdosta, Ga., in 
jet familiarization training. 

This course is given by the Air Force to certain of their officers and 
to some selected civilians for the purpose of bringing them up to 
date, familiarizing them with some of the problems, the utilization of 
our airspace and so forth in the operation of jet aircraft. 

While there I had an opportunity to review once again some of the 
problems of the armed services in attracting and maintaining a high 
level of personnel for some of these very demanding jobs, also some 
of the problems that we are encountering in utilizing the airspace over 
our country. 

This recent experience impressed me, once again, and very strongly, 
of the need for this type of legislation, and for support for this bill. 

I think it offers several opportunities. 

First, we believe that the legislation is in the national interest; 
second, we believe that by any normal measure of what constitutes 
fair compensation, that the compensation requested in this bill is 
thoroughly justified, by any current measure of wage theory; third, 
we think it presents an opportunity to the employer, in this case the 
Government, to solve certain problems in the armed services. By 
that we mean to reduce turnover, to increase efliciency, to amortize 
some of the investment in training, and so forth, over a longer period. 

[ think the efficiency of our uniformed services depends upon the re- 
tention of the most capable and qualified personnel. I think that be- 
comes increasingly important as our technology advances. 

I would like to take just 1 or 2 more minutes to talk about incentive 
and hazard pay. We think it is necessary, we think it performs im- 
portant functions in the structure, and we think it should be main- 
tained at a level where it will continue to perform those functions and 
we are very happy to see it included in this legislation. 

It performs several functions. First, it attracts qualified people to 
that particular type of service, and it encourages them to stay with it. 
I think that is very imporant. Again because we are primarily in 
the field of aviation, I think the best example is in aviation. If you 
do spend $120,000 to train a pilot to fly a jet airplane, it takes 2 years 
to train him, if you get only 1 year of service from him, it costs 
$120,000 for 1 year. If you can get 5 years’ service, you can amortize 
the cost over a longer period of service. There is the additional fact 
that he is more efficient, if you can keep him around longer. It is a 
problem facing civil aviation and the armed services. If this particu- 
lar legislation gives you an opportunity to keep those people in service 
longer, you are going to increase efficiency and reduce costs. I say in 
passing, the commercial airlines have the same problem. But there, 
while they spend a great deal on training, maybe $80,000 to $100,000 
over a career, if they can maintain pilots over 30 years, they are 
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amortizing that over a long period. Here I don’t believe we are 
getting enough amortization of our investment. 

Secondly, we believe that hazard pay and incentive pay encourages 
individuals, who are not currently performing that function, to keep 
qualified in it. We think there are too many people in policymaking 
positions who don’t keep currently qualified in the particular line of 
endeavor in which they are making policy and we think that incentive 
and hazard pay encouraged them to keep qualified, and we think that 
is important. 

We have been very happy to see what the Air Force is doing, for 
example, in this jet familiarization course, where they are keeping 
people currently qualified. 

Third, on incentive and hazard pay, in wage theory it takes a certain 
level of compensation to do a certain job. We are happy to see that 
that would be adjusted in accordance with other adjustments and 
compensation so that some level can be maintained which will accom- 
plish its objective. 

We have directed some of our remarks primarily to aviation because 
that is our field. But we think that the examples given are applicable 
in other fields with similar problems. 

That concludes my statement. 1 am very happy to have had the 
opportunity to participate here. We think this legislation is impor- 
tant, it is in the national interest and will accomplish national ob- 
jectives. 

Thank you very much. 

Mr. Kitpay. Thank you. 

Any questions ? 

Mr. Bianprorp. One question, Mr. Chairman. 

Is it correct that pilots employed commercially normally receive pay 
increases in two methods, one by promotion, and second by length of 
service ¢ 

Mr. Saren. That is right. 

Mr. Bianprorp. So if we adopt the career incentive pattern which 
is proposed here and go back to the theory of increasing flight pay 
on promotion, particularly in the fields where people are doing most 
of the flying and at the same time pay more flight pay as they accumu- 
late more years of experience, that would be completely consistent 
with commercial practice ? 

Mr. Sayen. That is right. The two pay systems are not completely 
parallel but it would be consistent in practice. 

Mr. Witson. I wonder if we could have some statement as to the 
number or percentage of airlines pilots today who have military train- 
ing in flying experience. 

Mr. Sayen. I don’t have precise figures for you on that, but I would 
say more than half come from the military. 

Mr. Witson. Do you regard the Armed Services today as a pretty 
good training course for future pilots for your association ? 

Mr. Sayen. Most of the pilots who now go with the commercial 
air lines acquire their training in the Armed Forces. 

Mr. Kitpay. You say most of them? 

Mr. Sayen. Yes. 

Mr. Kitpay. It is a good deal more than 50 percent? 

Mr. Sayen. That is right. 
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Mr. Kirpay. It would run awfully high, I imagine in the very 
nature of things, with the number of people trained in World War II 
and since then, that that would be your great pool from which to 
draw. 

Mr. Sayen. Yes. The level of experience that the commercial air 
lines are requiring for employment makes it prohibitively expensive 
for an individual to acquire training on his own investment. It costs 
about three or four times as much to train pilots as it does to train a 
doctor. 

Mr. Gavin. At what age do you think a flyer might lose his 
efficiency ? 

Supposing we were catapulted into an emergency in the category of 
flyers what would be the age limit for combat “fly ers, what age ‘do you 
think should be established where we consider those applicants that 
might be rec: “ER for service ? 

Mr. Sayen.I don’t think there should be any age. I don’t think 
chronological age has any relation to proper efficiency as a pilot. We 
try to define it by saying that the point at which the experience, in- 
creasing level of experience, crosses the decreasing physical pro- 
ficiency is the point at which a man should cease flying. 

Mr. Gavin. But you certainly wouldn’t want to put an elderly man 
in a jet plane, would you? 

Mr. Sayen. Yes. 

Mr. Gavin. In other words, we take the combat flyers of Korea, 
now some of those boys are getting up around 30 or 32, they would be— 
maybe older, I don’t know—they wouldn’t be in the category of a 
sharp boy at 19 where he is quick on the trigger, thinks fast, moves 
fast, you w ouldn’t put him in that bracket, would you ? 

Mr. Saven. Yes, I would. In my opinion the older pilot may do a 
more proficient job for you. If you want my personal judgment on it. 

Mr. Gavin. That is what I want. 

Mr. Sayen. It is that these aircraft which require—which are 
faster, require faster reaction, require also a much higher level of 
flying experience, a that you are going to get the more efficient 
job done by the more experienced man. The gr aphs of the Air Force 
on accident statistics which we, of course, w rateh very carefully be- 

‘ause we investigate all major aircraft accidents in this country, civil 
eae th and so forth; most your accidents happen in your lower 
flying hour groups, practically all of them, percentagewise. As your 
experience increases your accident level goes down. 

It is my personal opinion that flying these aircraft on the drawing 
boards now and that we are flying now require a higher level of ex- 
perience than previously. So you are going to have to take the man 
who is farther along in years. In my 4 ge he will do a better job. 

Mr. Kinpay. Anything further from Mr. Sayen? 

(No response. ) 

Mr. Kitpay. We thank you for coming, Mr. Sayen. 

Mr. Sayen. Thank you. 

Mr. Kinpay. Mr. Charles Lofgren, Fleet Reserve Association. 

Come around, Mr. Lofgren. 

We will be glad to have whatever statement you care to make. 

Mr. Loreren. Mr. Chairman and gentlemen of the committee, my 
name is Charles E. Lofgren, national secretary of the Fleet Reserve 
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Association. I speak for the career enlisted men and temporary offi- 
cers of the Navy and Marine Corps who are members of the Fleet 
Reserve Association, 40,000 in all—active, fleet reserve, and retired. 

I have been in attendance at all public sessions of the subcommittee 
and have listened intently to the testimony of the representatives of 
the Department of Defense, who have, I feel, made a meritorious case 
on the necessity for enactment of the career incentive pay bill under 
consideration. 

In the interest of brevity, I merely wish to state that the Fleet 
Reserve Association wholeheartedly endorses the major provisions of 
the bill, and trusts that the subcommittee will give it a “fair wind” on 
to the full Armed Services Committee, and that the bill may be favor- 
ably reported to the House of Representatives. 

Since the bill as drafted provides no increase in retainer or retired 
pay for personnel whose rate of pay is computed under laws in effect 
prior to enactment of the Career Compensation Act of 1949, I have 
been instructed by my executive committee to recommend an amend- 
ment which, in effect, will provide a modest increase in the retainer or 
retired pay of these forgotten men. 

The 27th national convention of the Fleet Reserve Association, 
held in Congressman Wilson’s congressional district, San Diego, 
Calif., adopted a resolution proposing a 6-percent increase in pay. 
On that basis, representing the Fleet Reserve Association, I respect- 
fully recommend to the committee the inclusion of an amendment to 
the bill providing a flat 6-percent increase for those whose retainer 
or retired pay is presently being computed on other than Career Act 
rates. 

It will be recalled that the House of Representatives passed a 10- 

ercent increase in basic rates of pay in 1952, which was compromised 
in the Senate down to 4 percent. Inclusion of the 6-percent amend- 
ment. recommended above would restore this class of personnel to the 
original 1952 10-percent. rate. 

Testimony during these hearings has brought out that the cost of 
living since 1952 has shown no increase, but that since the enactment 
of the Career Act of 1949 the cost of living did increase 14 percent. 
The proposed 6-percent increase is considered an acceptable com- 
promise. 

There are presently on the retainer and retired payrolls of the Navy 
some 4,500 enlisted men whose pay is computed on rates other than 
those specified in the Career Compensation Act, or, in other words, 
they are on “saved pay.” It is in behalf of these men that I plead for 
a 6-percent increase as an amendment to the career incentive pay bill. 

During the hearings I listened with interest to the remarks of your 
distinguished committee counsel, Mr. J. Russell Blandford, concern- 
ing a further readjustment of basic pay rates for the lower warrant 
and chief warrant grades which the committee was considering. When 
the narrow differential presently existing between E-7 and W-1 and 
W-2 pay grades is compared, such further adjustment is considered 
timely and deserving. Enlisted men receive uniform clothing allow- 
ances, reenlistment allowance, accrued leave payments, and overseas 
pay that do not accrue to warrant officers. 

In the warrant corps, which is the primary steppingstone for ad- 
vancement of enlisted men, the differentials have been so large that 





ee 





792 


those promoted into the warrant corps stood to lose in emoluments 
upward of $12,000 before they started to break even in the grades 
of W-3 and W-4. The Fleet Reserve Association compliments the 
committee on its spadework in this direction and recommends the 
further adjustments in basic pay of the warrant officers which it has 
in mind. 

Over the years the record will show that the Fleet Reserve Associ- 
ation has been reasonable and unselfish in its representations before 
the Committee on Armed Services on matters concerning personnel 
and pay legislation. 

The Fleet Reserve Association is not always on the receiving end. 
Our membership is willing to give as well as to receive. Recently 
we have made available to the Navy Recruiting Service complete 
lists of all fleet reserve and retired personnel, listing names ar ranged 
alphabetically with street addresses, broken down by States and cities, 
55,000 volunteer recruiters who can be solicited by recruiting officers 
to assist them in the recruiting campaign. Our 170 branches estab- 
lished throughout the country are actively cooperating with the Navy 
Recruiting Service. Within a month, every member who owns an 
automobile will be displaying throughout the United States recruiting 
stickers in luminous colors on automobile bumpers bearing the slogan 
“The Navy’s My Career—Ask Me About It.” 

Recently, Vice Admiral Holloway, Chief of Naval Personnel, has 
set: up in the Bureau of Naval Personnel a new division known-as-the 
Career Control Branch. The purpose of this Division is to sell the 
Navy on a career basis to the men in the Navy. The members of 
the Fleet Reserve Association on active duty are assisting commanding 
officers on all ships and stations where association members are serving 
on board in a campaign to interest men whose enlistments are due to 
expire to reenlist and make the Navy their career. 

The enactment of the career incentive pay bill will assist materially 
in this worthy objective of the Navy and the Fleet Reserve Associ- 
ation. 

Subsequent to the preparation of the foregoing statement I have 
been privileged to receive and study the committee print of H. R. 
2607, which embodies the several recommendations contained herein. 
On behalf of the Fleet Reserve Association, I strongly urge the enact- 
ment H. R. 2607 in the manner that the committee print proposes to 
amend the career incentive pay bill. 

Mr. Kirpay. We think you, Mr. Lofgren. 

Mr. Gavin. I have a question, Mr. ¢ ‘hairman. 

Mr. Kinpay. Mr. Gavin. 

Mr. Gavin. Off the record. 

(Discussion off the record.) 

Mr. Witson. Since Mr. Lofgren mentioned my home city I might 
mention that that was a very effective national convention that they 
held and the recommendations that they made are being put into 
effect in this bill. Iam happy to see that. 

And Captain Martineau, who has been one of the most effective 
witnesses, made one of the speeches at the convention out there that 
I believe helped to inspire that resolution. 

Mr. Gavin. Would the gentleman yield? 

Mr. Witson. Yes. 
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Mr. Gavin. Will you tell us what city that was? 
Mr. Wixson. That was in San Diego. 
Seriously the Fleet Reserve Association, of all veterans’ organiza- 

tions, has been very unselfishly interested in this career problem. 

They were not with their hand but with sincere love of the service 

trying to improve the reenlistment rate, and I am happy to put in a 

plug for them at this time. 

Thank you. 

Mr. Kirpay. Now we will have Mr. Weitzel of the Jewish War 
Veterans. 

Mr. Werrzet. My name is Bernard Weitzer, W-e-i-t-z-e-r. 

Mr. Kitpay. E-r, sorry, I had it wrong. 

Mr. Werrzer. I am national legislative director of the Jewish War 
Veterans. 

My address is 1712 New Hampshire Avenue. I unfortunately don’t 
have a written statement. But I have some pretty strong convictions. 

Mr. Kitpay. We will be glad to hear from you in your own way. 

Mr. Werrzer. Which are based on our resolutions we have been 
passing about pay for Armed Forces ever since the Hook Commission 
report presented its conclusions and recommendations to the Con- 
gress. And I testified at that time on the record, and I still recall 
that one of the things I pointed out was that if any business concern 
had gone as long as the Government had with respect to the Armed 
Forces without any real progress in its promotion, and compensation 
rogram, they would have wound up in the bankruptcy column long 
ficitne the time this Hook report was written. 

And I feel, and our organization feels, that there is a tendency to 
hold back yet. 

Now, I have talked this bill over with the people at the Pentagon, 
our national commander and I spent several hours with Mr. Burgess, 
and since that time I have spent many hours with the officials in the 
Pentagon that have been working on this bill. And I think that what 
has been accomplished in the bill as it stands, and I understand you 
have improved it to some degree, according to the morning papers, 
that you have made substantial progress toward coming up to the 
Hook committee recommendations—not to the recommendations but 
as the Congress put those recommendations into law, which as I think 
the chairman will well remember because he was right in the middle 
of the fight, and I sat in the gallery alongside of Admiral Feckler 
watching that effort that you made, Mr. Chairman, that the Congress 
did not come up to the recommendations of the Hook committee 
report, and I don’t say that that was a 100 percent perfect job, but 
it is as good a piece of work as I have ever seen in that field, and that 
was my business for over 30 years before I retired from business. 

So I think I know what I am talking about in respect to that kind 
of an analysis. 

Now, I want to call your attention briefly to a couple of things 
here. 

In yesterday’s Times, on the first page, there appeared this little 
item “Hugh W. Long & Co., specialists in mutual funds in Elizabeth, 
N. J., have figured out that.the good old days were only 15 years ago. 
To live as well as he did in 1939, on $5,000, a man would have to earn 
$10,490 in 1954.” 
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Now, what do you find in this bill here that you people are passing, 
and it is called a career-incentive bill, and to the extent that it has ad- 
justed some of the maladjustments of the 1952 revision of the original 
Compensation Act, I think this bill deserves some of the praise which 
has been heaped on it here this morning, and I haven’t had a chance 
to be here but I have read a good deal of the testimony here. 

A colonel, 18 years in service, before World War IT, got $478 a 
month, according to the Hook committee report. 

Under this bill he is going to get $717.60 a month. That is a 50- 
percent increase. I happen to know this Hugh W. Long & Co. I 
think they are pretty accurate. He is saying that what a man got in 
1939 he would have to earn twice as much to live as well as he did 
then. And this bill provides for a 50-percent difference in the pay. 

Now, I understand, I think all of us understand, that the Congress 
recognized the problem, the Pentagon recognized the problem, the 
whole country recognized the problem, that if we were to hold the 
kind of men in the armed services that we wanted to have there, that 
we needed to have there for the defense of the country, we would have 
to give them some incentive in the way of being able to provide for 
their families at least as well, or nearly as well as the civilian of similar 
caliber. 

Well, I don’t think the incentive is there under the pay which is 
provided for this cash here. 

Now, I know that there are a good many trimmings that go with this 
pay. But when you get around to some of these posts and see the 
quarters in which people have to live, well they are not up to the 
comforts and the mode of life that a civilian in that salary scale 
would want to have in his home. 

I know a while ago here, a few years ago, I was talking with a man 
who was here as a vice admiral, assistant to the Chief of the Bureau 
of Naval Affairs, he came here, there wasn’t any place for him to live. 
So he had to buy a house. The house, I think, he told me cost him 
$35,000. After he had been here for a year there was some house that 
got empty down on the river and he sold his house. I don’t know 
whether he lost or made money on it. But that is the kind of a prob- 
lem that I think you know officers in the services have and for that 
matter enlisted men, too, are up against all the time in view of the 
constant rotation that we have to have in the services. 

Now, I just wanted to call that to your attention. I don’t want to 
strike a sour note on the praise that has been given to this bill, be- 
cause I think it is praiseworthy as far as it goes. But you are calling 
this a career-incentive bill and I think if you are going to give a man 
2n incentive you have to give him a break, which is equal to what he 
will get. outside the service. 

Now, one of the biggest increases I see here is for second lieutenants. 

Well, I just happen to be looking a little while ago at the average 

alarics offered to men graduating from college, and they are way 
ahead of these salaries that you are setting for second lieutenants, yet, 
you have given them a 25 percent jump over what they had, approxi- 
mately 25 percent in cash. ; 

Now, I feel that we are at a very serious point in the defense forces 
of this country. That is the way our organization feels, I am speak- 
ing for them. This has been a subject of long discussion. 
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Mr. Bates. May I ask a question ? 

Mr. Werrzer. Yes. 

Mr. Bares. When you compared the rates of pay between second 
lieutenant and those on the outside graduated from college, did you 
consider the allowances that go with this, or 

Mr. Werrzer. I am not thinking of it from the allowances and 
the pay alone, but I think the latest figures that I saw were something 
like $385, was the average pay of young engineers graduated from 
college. 

Mr. Bates. The engineers? 

Mr. Werrzer. Yes. 

Now, I don’t know maybe the art students don’t get such a break 
nowadays. But a man can go into business and he knows that a 
promotion, if he has got the stuff, is going to be rapid. How long does 
a man have to wait for a promotion here? You know that the time 
is going to get longer and longer as the armed forces decrease in 
size, and perhaps as the present precarious situation of the world 
around, eases off. 

During World War I—before I got into World War I, the original 
citizens military training camp, the commander of our company was 
a second lieutenant. He had been a second lieutenant ever since the 
Philippine campaign. 

Now, we may get back into that sort of situation. I think we have 
to get the cream of the crop of manpower to get into Defense Depart- 
ment, and I think it is where the pressure has been put by way of 
incentive of increases as: far as they go has been properly done. I 
went into that very carefully at the line where men tended to drop 
out, and I think that part of it has been well done. 

But I think we ought to go very much further in the way of the 
pay all along the line, both in the enlisted men when they get into 
the higher grades, and with the officers. 

Mr. Kitpay. Does that summarize it, Mr. Weitzer, that as far as 
it goes it is good ? 

Mr. Werrzer. That is right, as far as it goes it is good, but I don’t 
think it deserves the title Carer Incentive Act because you are not 
going to cut down the losses that you are aiming at. 

Mr. Kupay. We are hoping to help it. 

Mr. Werrzer. You may help it a little. 

Mr. Kizvpay. Thank you very much, for your statement. . 

Mr. Werrzer. Thank you. 

Mr. Kitpay. Now, tomorrow we will meet at 10 o’clock at which time 
we will have enlisted men from the various services and some service 
wives of enlisted men and officers, to tell us about some of their prob- 
lems and necessities. 

So we will adjourn until 10 o’clock tomorrow morning, when we will 
meet in open session. 

(Whereupon, at 11:24 a. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., of the following day, Friday, March 4, 1955.) 
































































CAREER INCENTIVE ACT OF 1955 






House or REPRESENTATIVES, ter 
COMMITTEE ON ARMED SERVICES, SUBCOMMITTEE NO. 2, Cah aa 

Washington, D.C. | 
FRIDAY, MARCH 4, 1955 





The subcommittee met at 10 a. m., the Hon. Paul J. Kilday (chair- 
man of the subcommittee), presiding. 

Mr. Kizpay. The committee will be in order. 
We will continue the hearings in open session on H. R. 2607. Mr. 7 
Blandford has a matter or two with reference to the committee print. a 

Mr. Bianprorp. Mr. Chairman, I would like to call the committee’s pred 
attention to page 13 of the committee print and section 6. iim 

In writing that subsection, or that new section we have made a ee 
mistake, which we can now correct if it is the wish of the committee. ; 
The way the section is now written, the 6 percent increase in retired eee 
pay for those individuals who have not qualified under the Career Sa 
Compensation Act, would only be applicable to the pay scales in at 
effect prior to October 1, 1949, and thus would not include the increase 
they received in 1952. 





I am sure that it is the intent of the subcommittee to give a 6 per- 
cent in their present retired pay and would suggest the change to f 
read on line 15, “6 percentum of such retired pay retainer pay, retire- bag 
ment pay, or equivalent pay, to which they are now entitled.” oo. 

Mr. Krtpay. That is no doubt the wish of the subcommittee from all | ce 
the discussion. Without objection, the amendment will be adopted. 

Mr. Bianprorp. I would also like to introduce a statement from 


Ralph Kaul, of the Trailer Coach Association, concerning a proposed 


amendment to H. R. 2607, with regard to the trailer situation that was 
here discussed. gee 
Mr. Kitpay. Without objection, they will be included in the record. Wilara 
(The statement is as follows :) of ie 
¥ ee: ree 
Mr. Chairman and members of the committee, my nume is Ralph Kaul, and ‘ ae 
I am president of the Kaul Co., 1025 Connecticut Avenue, Washington, D. C., bee. 
which advises and represents the Trailer Coach Association, 607 South Hobard ee 
Boulevard, Los Angeles, Calif., on matters of national interest and legislation. GAR 
The Trailer Coach Association represents all segments of the industry, man- aaa 





ufacturers, suppliers, dealers, and park operators, mainly in 11 western States. 
The Trailer Coach Association, together with the Mobile Home Manufac- 
turers Association and Mobilehome Dealers National Association, has been seri- 
ously concerned by a travel regulation under which military families are not 
granted their moving allowance when they move their household effects from 
one duty station to another in their trailer coach mobile homes. This has re 
sulted not only in inconvenience and hardship to the military families owning 
mobile homes, but also in higher costs to the Government. The Defense De 
partment attributes this situation to a lack of specific legislative authority. 
We strongly urge the committee to consider and correct this discrimination 
against military families owning mobile homes by including the necessary 
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authority in the proposed Career Incentive Act of 1955, H. R. 2607. Specifically. 
the association recommends that section 2, paragraph (12) of H. R. 2607 be 
amended by adding the provisions of H. R. 3827 as follows: 

“Provided, That notwithstanding the provision of this or any other law, a mem- 
ber of the uniformed services residing in a house trailer or mobile dwelling 
who is entitled to transportation of baggage and household effects under this 
subsection (c) shall, if such baggage and household effects of the members are 
transported in such house trailer or mobile dwelling, be entitled, without regard 
to such weight allowances as may be otherwise prescribed by the Secretaries, to 
(a) transportation in kind of such house trailer or mobile dwelling and the 
baggage and household effects therein; (b) reimbursement therefor, if the house 
trailer or mobile dwelling and the baggage and household effects therein are 
transported at the member’s expense; (c) if such house trailer or mobile dwell- 
ing is towed by the member’s own vehicle, a monetary allowance at a rate not 
in excess of 20 cents per mile (based on distances established or to be estab- 
lished pursuant to existing law) in lieu of transportation in kind or reimburse- 
ment therefor, or any monetary allowance in lieu of transportation kind, to 
which he might be entitled for the movement or transportation of such baggage 
and household effects under this subsection. Nothing in this proviso shall affect 
the rights of such members to transportation in kind for dependents or to reim- 
bursement therefor, or to a monetary allowance in lieu of such transportation 
in kind at a rate to be prescribed not in excess of the rate authorized in sub- 
section (a) of this section.” 

The proposed amendment would provide a number of advantages, as follows, 
and no disadvantages that we can foresee: 

1. At present, the serviceman who moves his household effects in his mobile 
home is not granted his moving allowance as is the serviceman in fixed-to- 
site housing. The proposed amendment wouid correct this unnecessary inequity 
which is damaging to morale of service families. 

2. The transportation of household effects in trailer coach mobile homes would 
result in a saving to the Government since such transportation would not be 
authorized unless it was equal or less in cost than other available means of 
transportation. 

3. The conveniences to military families are many. Household effects would 
not have to be packed for transit. There would be no waiting for furniture, and 
so forth, to arrive at new duty station. The cost to the family would be less. 

4. The present inequity discourages some military families from buying or 
moving mobile homes into critical housing shortage areas. The increased demand 
in these areas results in higher rents and additional appropriations to build 
Government housing that would otherwise be met by privately owned mobile 
homes. 

In conclusion, Mr. Chairman, we would like to point out that a large num- 
ber of military personnel are adversely affected by the present legislation. 
More than 100,000 military families are now owners of trailer coach mobile 
homes. Each year more than 15,000 new mobile homes are bought by service- 
men, who account for more than 20 percent of the entire production of the 
industry. 

The reason so many military families own and continue to buy mobile homes 
is because mobile homes better serves their needs. It is low-cost housing. A 
serviceman with a mobile home is not dependent on renting standard housing 
at exorbitant prices but can be sure of taking his family with him in their own 
homes, moving quickly and easily to anywhere in the country where he might 
next be stationed. He should be entitled to move his household effects in his 
mobile home when it can be done more conveniently to him and more econom- 
ically to the Government. 

On behalf of the many thousands of military families owning trailer coach 
mobile homes, and the industry that serves them, the Trailer Coach Association 
strongly urges that the committee consider and pass the proposed amendment. 

Thank you for permitting us to be heard. 

The association will be pleased to compile and furnish any detailed informa- 
tion that the committee may need in its consideration of this important matter. 


STATEMENT OF W. BYRON SORRELL 


Mr. Chairman and members of the subcommittee, my name is W. Byron Sorrell, 
a member of the Washington, D. C., law firm of White, Sorrell & Williamson. 
We are counsel for the Mobile-home Dealers National Association which has 
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its headquarters at 39 South LaSalle Street, Chicago, Ill. The association con- 
sists of more than 500 dealers of mobile homes located in 45 States. 

Our association is very much concerned with the inequity in the existing law 
which prevents a serviceman from receiving an allowance for moving his mobile- 
home on change of station. This inequity is emphasized by the fact that the 
serviceman’s household effects, if not part of his mobile home would be crated, 
shipped, stored, and so forth, at Government expense. 

Adoption of H. R. 3827 would correct this inequity by providing three alterna- 
tive choices for the Government where baggage and household effects of service- 
men are transported in a mobile home. 

These alternatives are: 

1. The Government would transport the mobile home or 

2. The Government would reimburse the serviceman if the latter engaged 
someone else to transport the mobile home, or 

3. The Government would allow up to 20 cents per mile where the serviceman 
tows the mobile home to a new station. 

As the matter stands now, under joint travel regulations of the Department of 
Defense, household goods are shipped at Government expense on permanent 
change of station. Shipment includes transportation, packing, crating, drayage 
(at point of shipment and at destination) temporary storage, uncrating and 
unpacking. 

The weight allowance is determined by grade with generals and admirals 
being allowed 24,000 pounds down to 4,500 pounds for the first 4 grades of en- 
listed men except that only 3,000 pounds is allowed the fourth grade (with less 
than 7 years of service). 

The authority for these regulations is 37 United States Code Annotated 253 (¢) 
which provides in part as follows: 

“* * * members of the uniformed services when ordered to make a change 
of permanent station shall be entitled * * * to transportation (including pack- 
ing, crating, drayage, temporary storage, and unpacking), of baggage and house 
hold effects, or reimbursement therefor, to and from such locations and within 
such weight allowances as may be prescribed by the Secretaries, without regard 
to the comparative costs of the various modes of transportation.” 

Section 8000 (2) (4) of the aforementioned joint travel regulations specifically 
excludes “trailers, with or without other property” from the definition of ““shouse- 
hold goods.” It is emphasized that this exclusion was done administratively. 

In the past several years, the house trailer or trailercoach has become recog- 
nized more as mobile housing and less as an accessory to a motor vehicle. The 
Congress recently exempted the house trailer from the automobile excise tax 
and the Defense Housing Act in two separate provisions recognized the role of 
the trailer in the defense housing effort. 

The Senate Preparedness Subcommittee in July 1951 recognized the role of 
the house trailer by strongly recommending to the armed services that they 
effect a greater utilization of land both on and off base for trailer parks. 

In the past 2 years more than 40 percent of trailercoach production (seventy 
to eighty thousands units annually) has been sold to servicemen who occupy 
them either in an on-base trailer park or one nearby. 

Upon permanent change of station, if the serviceman removed his household 
goods from the trailer, that is, bedroom and living-room furniture, dishes and 
kitchen utensils, rugs, lamps, bookcases, and other miscellaneous household items 
to be found in the modern coach, the Government in accordance with the afore- 
said travel regulations would crate and ship same to the new station at Govern- 
ment expense within the weight allowance prescribed for the particular grade. 

However, in practice, it is not feasible to remove these household effects and 
the serviceman concerned tows the trailer himself to his next station. This 
towing increases the cost of his travel because of the increased wear on the 
automobile and the reduced mileage per gallon. He may also utilize the services 
of a transfer company which charges from 20 to 24 cents per mile for towing 
depending upon the size and weight of the unit. 

It appears inequitable that the serviceman be excluded from the statutory 
benefits of 37 United States Code Annotated 253 (c) because his household 
effects are transported in a trailer instead of by the Government crating and 
transporting them by contract van, freight, or other means. 

It is felt that the present exclusion of the trailer “with or without other prop- 
erty” is arbitrary and fails to grasp the full significance and use of the trailer 
as housing and the furniture in the trailer as “household goods” of the service- 
man. 
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The present approach of the armed services to this problem is that the trailer 
belongs to the category of automobile, boat, and so forth, and not housing which 
is its present true and actual function. 

It is not contended that the Government should cover the cost of shipping the 
trailer itself to the new station. 

However, it is contended that there is a statutory obligation to ship the 
serviceman’s household goods whether they are in a conventional, portable, or 
mobile (trailer) house. 

Under the present regulations, those servicemen who live in trailers and their 
number is constantly increasing, save the Government a considerable amount 
because they are not able to take advantage of the privilege of shipping any 
household effects. But it is believed that effecting such savings by inequities 
such as are outlined herein is neither the intention nor the desire of the Congress. 
Because of these administrative rulings, most of which are obsolete, since they 
give no consideration to the current widespread use of trailers as housing, 
servicemen who live in mobile homes actually are penalized for doing so, even 
though they purchased a trailer at their own expense in many instances only 
because the military services are unable to provide housing for them in accord- 
ance with their entitlement. 

The proposed bill would authorize a monetary allowance in lieu of reimburse- 
ment for actual transportation costs. The allowance would be determined by 
the armed services but would not exceed the cost of transporting the household 
effects of the weight allowance of the individual’s rank or grade. 

I am informed that the two other associations representing segments of the 
mobile-home industry, Mobile Home Manufacturers Association and. Trailer 
Coach Association, are endorsing favorable action upon H. R. 3827. 

We are pleased to join them in an industrywide recommendation of favorable 
action. 

Mr. Kinpay. This morning, we will hear from some of the enlisted 
men, noncommissioned officers of the various services, and I believe 
the first time in memory of the committee we will have some of the 
wives of noncommissioned officers of the services. 

We feel that we would like to hear from the people who are directly 
concerned as to the existing situation, and concerned with, and in- 
terested in, the proposal that we have before us. 

Now, in order to comply with the rules of the House, as to the taking 
of mictures, we will be in informal recess for just a few minutes. 

( Recess.) 

Mr. Kitpay. The subcommittee will be in session. 

I want to say for the benefit of those who are appearing as witnesses 
this morning, that you are now in a congressional hearing. This is 
a civilian hearing, it is in no wise military. The value of your testi- 
mony to us is that we want your personal views, and I want all of 
you to feel that you are at perfect liberty to give us your personal 
views on the matters which you will discuss here this morning. 

There are no limitations or regulations nor policies which would 
prevent you from giving your personal views. That is all that would 
be helpful to us. 

May I have your full name, please? 

Sergeant Woo_rméer. My name is First Sergeant Woolridge, Wil- 
liam O., Infantry sergeant presently assigned to the Third Infantry 
Regiment here at Fort McNair, which consists of 4 officers, 160 en- 
listed men. 

I have 14 years of service and I entered the service from San 
Antonio, Tex. 

Mr. Kitpay. From where? [Laughter | 

You couldn’t come from a better place. 

Sergeant Woo riper. Thank you, sir. 
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Mr. Kitpay. Are you married, Sergeant ? 

Sergeant Woorripce. Yes, sir, I am. 

Mr. Kitpay. Do you have any children ? 

Sergeant Wooxriper. I have four children, sir. 

Mr. Kiuwpay. Now Sergeant, you have a statement that you can 
make to us? 

Sergeant Wootripce. Well, sir, I am as an individual and as a rep- 
resentative of the Army, very much interested in this pay-raise pro- 
posal. ‘The thing has received quite a lot of attention out my way, in 
my particular unit. 

It has been discussed and kicked around at great length since it has 
been running in the papers, and my feeling on the thing is that, 
coupled with the reenlistment bonus, that the big thing the bill is 
going to do for us in the Army is it is going to enable us to keep some 
of these young men that we are presently losing now, as soon as they 
can complete their 2 years of obligated service. 

I get the impression from talking to my people out at the company 
that some of these men are probably going to stay with me if this bill, 
on the pay raise, goes through. 

And that, coupled with the new reenlistment bonus is going to help 
us to retain, I think, some of the better type of individuals that we 
desire to have in the Army. 

Mr. Kitpay. What percentage of your company are inductees, 
Sergeant ? 

Sergeant Woo.trmee. Approximately 70 percent, sir, at the present 
time. , 

Mr. Kinpay. Then that 70 percent of your company are serving 
within their first 2 years of service? 

Sergeant Wootrinee. That is correct, sir. 

Mr. Kirpay. They are serving under their obligated tour? 

Sergeant Wootripce. Yes, sir. 

Mr. Kitpay. Now, under the reenlistment bonus which was passed 
at the last session, Mr. Arends’ bill, if they reenlist at the end of their 
2-year obligated tour they will be entitled to reenlistment bonus. 

Sergeant Wooxripee. Yes, sir. 

Mr. Kizvpay. And under the provisions of this bill an increase in 


Pay ? 
ergeant Wootripce. Yes, sir. 
Pr Kiupay. Has the matter been discussed by them to your know]l- 

e? 

rgeant Wooxriper. Sir, it has been discussed throughout my or- 

ganization. As a matter of fact, there is hardly a day that goes by 
you don’t hear the thing, someone in the company talking about it, 
as they are standing around in the dayroom or on details and so forth, 
you hear the thing mentioned just about daily, sir. 

Mr. Kinpay. Then you feel that the provisions of this bill coupled 
with the reenlistment bonus would constitute a real incentive for men 
to sign up after their obligated tour? 

Sergeant Wootripee. I do, sir. I think it is going to give us a con- 
siderable help along those lines. 

Mr. Kixtpay. You stated you have 14 years of service. Of course, 
you are a career man. 

Sergeant Wootrince. Yes, sir. 
55066—55—No. 6——27 
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Mr. Kizpay. It is your purpose to stay in for 30, I take it? 

Sergeant Wootrince. Yes, sir. 

Mr. Kizpay. And of course, you are acquainted with a good many 
other career men ? 

Sergeant Wootriper. Yes, sir. 

Mr. Katpay. What is your feeling as to your own situation under 
the proposal we have here? 

Sergeant Woormnce. Well, sir, it is going to mean a—in my par- 
ticular case, it is going to mean an increase, in my base pay, of $28.66, 
which is going to be a lot of help to me and my family. It is.going to 
enable us to have and do a few things that we don’t have, or are umable 
to do at the present time. 

However, my prime interest in the thing—as I say, I have the duties 
of a first sergeant of an infantry company, and as such, of course, I 
am responsible for the training, discipline of my people—and my big- 
gest interest in the thing is along the lines that I think it is going to 
induce some of these people to stay with me that I would like to 
keep, sir. 

Because we have some very good men who are serving obligated 
service, 2-year tours, and are leaving us just about the time we get 
them trained. 

It takes a good year to make a good infantryman out of a man. 
With the new weapons and so forth we have today: the training has 
gotten so that it has got to be just about a continuous thing. 

About the time we get a man set where that he could probably be 
more useful and we need him, why, we lose him because he is only 
serving a 2-year period. 

Mr. Kitpay. And those reenlistments would do something to the 
efficiency of your outfit. 

Sergeant Woorrwee. I think they would help a great deal, sir. 

Mr. Kinpay. Any questions? 

Mr. BuanpForp. Yes, sir, I would like to ask a few. 

Sergeant, have you attended any special schools? 

Sergeant Wootripexr. No, sir; none other than some light infantry 
weapons school, of course, several years ago. Then of course, I have 
been to Administrative School, Infantry First Sergeant Administra- 
tive School. But no Army specialist schools, sir. 

Mr. Buianprorp. In the 14 years that you have been in the service, 
can you remember how many times you have had a permanent change 
of station ? 

Sergeant. Woorriper. Sir, it is considerable. Of course, I could 
remember the ones since I have been married best of all. I have had 
five of those. [ Laughter. ] 

Mr. Buanprorp. Would you say it has averaged 1 a year or 1 every 
year and a half? 

Sergeant Woortrwwee. Well, I think it is more or less about 2 years, 
probably ; 30 months would just about cover it, I think, in my period 
of service I moved just about 30 months on the average. 

Mr. BianpForp. I have no further questions. 

Mr. Kitpay. Questions from the committee ? 

(No response. ) 

Mr. Kinpay. Thank you, Sergeant. 

We will now hear from an Army wife, Mrs. Lydia A. Bell. 
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What is your husband’s name, Mrs. Bell ? 

Mrs. Bet. Sfe. Louis S. Bell. 

Mr. Kitpay. What organization does he belong to! 

Mrs. Bex. 7011, ASU, Fort Meyer Headquarters. 

Mr. Kitpay. How long has he been in the service? 

Mrs. Beit. He has been 11 years in the service. 

Mr. Kizpay. How long have you been married? 

Mrs. BrLu. Seven years, sir. 

Mr. Kiwpay. Do you have any children? 

Mrs. Bett. Two. 

Mr. Kupay. Where do you live? 

Mrs. Bety. We live south of Alexandria on Richmond Highway, 
in Nightingale Trailer Court. 

Mr. Kipay. You live in a trailer? 

Mrs. Bewu. Yes, sir. 

Mr. Kitpay. How long have you lived in a trailer? 

Mrs. Bretx. Seven years, since we have been married. 

Mr. Kitpay. Every since you were married. Do you know what 
this bill would do for your husband’s pay ? 

Mrs. Betx. I know that we would have a raise of $27.61, I believe 
itis. And those pennies do count. 

Mr. ArenpDs. Do you always talk that quietly at home, Mrs. Bell? 

Maybe I am hard of hearing. 

Mrs. Betu. Maybe if I weren’t so nervous it would help. 

No, I believe I talk a bit louder at home to be heard by two children. 

Mr. Kinpay. Do-you feel that that would be of considerable assist- 
ance to you toward your living expenses and what not? 

Mrs. Bett. I believe it would help; yes, sir. 

We can’t make ends meet now on present pay, and our bills and 
expenses and so on. 

Mr. Kitpay. How about medical and dental care, in the 7 years that 
you have been in the Army, has it always been available? 

Mrs. Ben. No, sir, it has not. We have had medical care, except 
while my husband was overseas and we, of course, went back home 
and I had to pay for it then. And our budget, of course, didn’t al- 
low for that and it was a bit hard at times. : 

The dental care has not been available in fact I had to have my 
teeth pulled in May by a civilian dentist. 

Mr. Kitpay. How does it happen that medical and dental care has 
not been available ¢ 

Mrs. Bett. Well. at at times it is available, when they have enough 
men, dentists in the service, to take care of the men, of course they 
come first. 

Then the dependents are second. And now, I believe possibly 
where we can obtain dental care now, [ think it is 1 day a month 
that the dependents are allowed to go to make appointments and then 
their appointments are possibly 3 months in advance to that. In fact, 
I have a $20 bill this month or possibly $30 for my son, taking him 
downtown because he needed attention. 

Mr. Kitpay. Then it works out that sometimes it is available and 
sometimes it is not. 

Mrs. Betxi. That is right, sir. 
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Mr. Kitpay. And is it true that it is so frequently unavailable that 
you can’t depend on it ? 

Mrs. Bet. That is right, sir. 

Mr. Kiuzpay. And that it actually cannot be taken into considera- 
tion as being constantly available service as an incident to your hus- 
band being a member of the Army? 

Mrs. Betx. It isn’t constantly available. 

Mr. Kizpay. When you move with this trailer, who pays for that. 

Mrs. Beti. We do—or our parents have and we are still owing 
them for the last two moves. We did have to have our trailer towed, 
and for.400, 600 miles, it is expensive. 

We have a pet peeve if I might state myself on it. 

Mr. Kiripay. That is what we want. 

Mrs. Betu. We, in the service and in trailer life, have found that 
in regular moving, the normal serviceman is entitled to have his house- 
hold equipment moved. They are allowed so much. It is moved 
by the ea Pe packed and so on. Well, of course, ours go with 
us, and we feel that if we could receive the amount equal to what it 
would cost the Government to move our material it would help us 
in the expenses of moving our trailer. 

Mr. Kinpay. Of course, there is a bill pending here, it is not in 
this bill, but there is a separate bill pending which would recognize 
that as a proper expense of permanent change of station. 

Now, as to the availability of commissaries and post exchanges. 

Mrs. Brix. Well, we live approximately 12 miles from the post, 
and with two children I can’t often keep the car to go. My hus- 
band usually brings home the groceries that we find are cheaper at 
the commissary. Quite often we find that they aren’t cheaper in 
the number of things that we use. 

Mr. Buianprorp. They are not cheaper? 

Mrs. Be.i. That is right. 

Mr. Kixpay. Isn’t it a fact that there are just some few items that 
you find are cheaper at the commissary so you read the ads and pick 
out what you are going to buy at the commissary and what you buy 
at the supermarket ¢ 

Mrs. Brix. I don’t often read the ads, I try to. But we do go to the 
supermarket often. 

Mr. Kitpay. How many changes of station have you had since 
you have been married ? 

Mrs. Bett. When we first enlisted we moved from Ohio to Georgia, 
then from Georgia to Kentucky, when he went overseas. He was 
in Korea a year and a half. Then from Kentucky to here. Now 
that is how many ? 

Mr. Kirpay. Three. 

Mrs. Bex. Three. 

Mr. Kitpay. Three changes of station in 7 years? 

Mrs. Betz. Yes, sir. 

I believe that is due in my case particularly to him being in the 
type of work that he is, because I know that friends around us seldom 
stay in one place longer than a year. 

Mr. Kitpay. What is your husband’s specialty ? 

Mrs. Betxi. Administrative. 

Mr. Kitpay. Mr. Blandford? 
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Mr. Bianprorp. Have you and your husband discussed on occasion 
Mrs. Bell, the possibility of leaving the service? 

Mrs. Betu. Well, yes, I feel that sometimes we think we could do 
better outside, in industry, with the benefits that they have. 

Mr. Buanprorp. Among the other wives in the trailer court in 
which you live, do you think that among those that you know are 
probably going to leave the Army, that the passage of this bill might 
induce them to stay inthe Army? 

Mrs. Be.u. Some few, sir. Particularly the ones that are brought 
in for the 2 years, drafted. 

Mr. BuianpForp. You think some of those might make a career of 
the Army ? 

Mrs. Bett. Might. I have a brother in the Air Force that is con- 
sidering that very seriously. 

Mr. Bianprorp. If we enact the legislation that will give them an 
adequate income so that they can at least have some semblance of a 
reasonable standard of living ? 

Mrs. Beuy. Yes. But the fact that we don’t get raises in compari- 
son to the industrial personnel makes you stop and think quite often 
if you couldn’t do better otherwise. 

Mr. Buanprorp. Thank you very much. 

Mr. Arenps. Mrs. Bell, approximately what is your husband’s 
take-home pay ? 

Mrs. BELL. $332. 

Mr. ARENDs. $332? 

Mrs. Bett. I believe it is approximately that. 

Mr. Arenps. These other items such as besides moving, and proper 
dental and medical care, are they important to you as even the pay 
raise might be? 

Mrs. BELL. They are very important, sir. The pay raise will help. 

Mr. Arenps. I have always had the impression that so many people 
were concerned about the medical and dental care and proper housing 
and so on and so forth that to them it, too, had to be considered in 
order for them to be satisfied—not completely satisfied—but 

Mrs. Bexu. I think it would have a lot of bearing on the fellows en- 
listing. Although in comparison to the pay raise with the industry, 
I think that it is definitely needed, also. 

Mr. Wirson. Mrs. Bell, do you recall how much allowance you get, 
basic allowance for quarters? 

Mrs. Betx. For a sergeant first class with the years we have, I 
believe is $96. 

Mr. Witson. $96. Are you aware that this bill will pay you that 
amount extra each time you are forced to move on a permanent 
change of station ? 

Mrs. Betu. Yes; I believe so. 

Mr. Witson. You think that is a good provision, in other words, to 
help you take care of some of the expenses incident to moving? 

Mrs. Betu. I do, sir; I think it is a good provision. 

Mr. Witson. Do you find moving really costs you a lot out of your 
pocket each time you move? 

Mrs. Beuu. It has. 

Mr. Witson. What expenses do you find that are unusual when you 
have to move from one station to another? 
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Mrs. Bett. Well, the housing, of course, is quite expensive as we all 
know, and in our particular case in moving a trailer, originally we 
were stationed and lived on the Army base, which did give us cheaper 
rent there. We did have cheaper rent there, But now, of course, we 
have to live in civilian courts and have inadequate facilities at times. 

Mr. Witson. You mentioned in moving that you had to pay to have 
the trailer towed. What do you do, do you just hire someone to pull 
the trailer? 

Mrs. Betu. Yes, sir. 

Mr. Witson. Do you remember how much that costs? 

Mrs. Bex. The first time it was 25 cents a mile; last time, I believe 
was 28 cents. 

Mr. Wirson. 28 cents a mile to move that trailer? 

Mrs. Betu. Yes, sir. 

Mr. Wutson. Gee, that is a tremendous expense. 

Thank you. 

Mr. Bennerr. Are there any other things that you would like to 
mention before this committee that you feel are points of irritation 
for service personnel and their wives? 

Mrs. Betu. Well, the insecurity of moving so frequently, and then 
also the points of irritation I believe that the fellows—particularly in 
the hazardous, it doesn’t pertain to us, but in the hazardous duty quite 
often the men are injured and their services are no longer considered 
in the services, and they are discharged or practically tossed out with 
nothing to go on. 

Mr. Benner. You think the veterans’ compensation or the retire- 
ment pay are not sufficient ? 

Mrs. Betxi. At times I do, sir. 

Mr. Bennett. Do you have any recommendation about how much 
higher you think they ought to be, or was it just a general impression 

Mrs. Bru. It was just a general impression. 

Mr. Kitpay. Mr. Huddleston? 

Mr. Huppieston. No questions. 

Mr. Kitpay. Thank you, Mrs. Bell, you have been very helpful. 

We will now hear Fire Control Technician Gilbert F? Thompson. 
Have a seat, Mr. Thompson. 

Where are you stationed ? 

Mr. THomrson. At the present time I am at receiving station, Phila- 
delphia, Pa., sir. 

Mr. Kitpay. Are you married? 

Mr. Tompson. Yes, sir. 

Mr. KizpAy. Do you have any children? 

Mr. THompson. I have two, sir. 

Mr. Kitpay. How long have you been in the service? 

Mr. Tromrson. About 14 years. 

Mr. Kinpay. Fourteen years? 

Mr. Trompson, Yes. 

Mr. Kinpay. We would be glad to have your observations here, Mr. 
Thompson. 

Mr. Tromrson. Well, sir, on this proposed pay bill that they have 
now, why you see I have always been—well, since I have been in the 
Navy I have always had the impression that I wanted to stay at least 
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20 years or possibly 30 and my incentives have always been to always 
get one rate higher. 

Of course, that is human nature. But right now I have been out 
after trying to get W-1, which is warrant, of course, which is open to 
first-class and chief petty officers in the Navy at the time. , 

But the incentive now as far as I am concerned has dropped quite 
a bit. Because if perchance I ever made W-1, why I would actually 
lose money. There would be no profit whatsoever for me trying to get 
ahead. 

In other words, I should stay right the way I am right now if I 
wanted to make as much as I am making now. Of course I have 
always been under the impression the higher you get, why the more 
responsibility and the more you should make. I may be off there. 

Mr. Bianprorp. With this bill now, with this rather substantial in- 
crease in the W-1 grade, do you think that now you really will go 
after W-1? 

Mr. Tuompson. More than ever. It has always been my object 
right there, is to get that W-1. But in the last few years, why you 
lose money on it, there is no profit in it. And a man, pardon me, 
would be almost a fool to take a W-—1 under the present pay bill be- 
-ause he is losing money, other than the prestige. 

Mr. Bianprorp. And having to pay for his own uniforms. 

Mr. Tuompson. That is right. They give you a certain allowance 
for uniforms, but it comes nowhere near what you need for that. 

Mr. Kitpay. Do you know the provision of this bill, as the com- 
mittee has now proposed, as to W-1? 

Mr. THompson,. Yes, sir, I do. 

Mr. Kitpay. How does that change the situation ? 

Mr. 'THomrson. W-1 under the present pay bill to the proposed 
pay bill, it is approximately $51, $52. 

Mr. Kinpay. Do you feel that is worth going after? 

Mr. Tompson. Yes, sir, more than ever. 

Mr. Kitpay. And worth staying in the Navy in order to get? 

Mr. THompson. Yes, sir; it is. 

Mr. Kinpay. Whereas under the pay bill as it now exists, rather than 
being an incentive it is actually a detriment. 

Mr. Tompson. Definitely is, sir; yes, sir. 

Mr. Kitpay. When you move up you fall back? 

Mr. Tuomeson. That is about it. 

Mr. Kivpay. You get hit hard there. 

As to your present rate, do you know what the proposal we have 
here would do for you? 

Mr. THompson. Yes, sir; $28.50, sir. 

Mr. Kitpay. That would be of some help? 

Mr. Tompson. Well, sir, it would be a help, but—of course, any 
pay raise is going to help us, but in this rate, why there is quite a 
few companies, Westinghouse, General Electric, Vitro, they are look- 
ing for this rate. And I have had quite a few young fellows working 
for me on the ships I come off of under this rate, and they get quite 
a bit of schooling in this rate. I have had 314 years of schooling since 
I have been in the Navy. The school itself is approximately a year 
long. Once they get this schooling, any of these companies are going 
to hire these boys, and they are going to give them a good substantial 
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pay, which would practically put Navy pay to shame, what they are 
making in the Navy. I, myself, for example, have had an offer from 
Westinghouse which they say they could practically double what I 
am making now. 

My rate is maintenance and repair of radar computers and optical 
equipment, and these companies are looking for that, because they do 
quite a bit of work for the Navy, have quite a bit of contracts with 
them. 

So at the present time they are pretty short on them and they are 
looking for them. 

Mr. Kiipay. Well, because you have 14 years and are up for W-1, 
you feel that you would rather be W-1 and pursue your naval career ? 

Mr. THompson. Well, that depends, sir. My wife—well, she is 
just as much Navy as I am, she likes the Navy to a certain extent, but 
we can’t quite see why I should be working—I mean, don’t get me 
wrong on this, but we can’t see why I should be working for less when 
we know I could make more on the outside. 

But, of course, we both like the Navy, as I said, and we have always 
had in our mind to do the 20. 

Mr. Buanprorp. Of course, you would have to throw away 14 
years toward retirement, which is probably the one thing that is 
holding you back. 

Mr. THomeson. That is what is holding us back; yes. 

Mr. Kipay. These boys that you spoke about, under you, who 
are getting these offers. 

Mr. Tuompson. Yes. 

Mr. Kitpay. What years of service do they have? 

Mr. THompson. Well, it has been standard naval policy, I believe, 
that in this rate where a man makes third-class petty officer he has 
to have schooling, and that in itself is 44 weeks long, first-class A 
school. And once he gets back aboard ship, of course, he is supposed 
to do 18 months obligated service upon completion of this school. 
Once he gets back aboard ship he gets a little experience, practical 
experience on top of theory, then he says, well, what the heck, I can 
go outside now and make more than what I am making; I am only 
third class or second class. And he has the education for it. 

Mr. Kitpay. How long has he been in ? 

Mr. THompson. Most of the boys I had, on the last ship I was on, 
had anywhere from four to 6 or 8 years in, third or second class, and 
much as myself and the higher ranks would talk to them, why they 
didn’t have much of an incentive to stay, which I can see their point. 

Mr. Kitpay. Mr. Blandford? 

Mr. BLANbForD. How many changes of station have you had in your 
14 years in the Navy? 

Mr. THomrson. Well, sir, as far as the Navy goes we only consider 
a change of station every time the ship moves to a permanent home 

ort. 
Mr. BianprorD. How many times have you had to pick up your 
furniture and move? 

Mr. Tuomrson. Well, I lost count of that. Because for example, 
I spent 7 years on the last ship, Valley Forge, and she was commis- 
sioned in Philadelphia, so we moved around to San Diego. 

Mr. Wixson. Where was that? 

Mr. THompson. San Diego. 
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And that was our home port for the time being. So we operated out 
of there, so then we were sent to Seattle, to be there 2 or 3 months. 
Well, it wouldn’t be married life unless you brought your wife. 

Mr. Buanprorp. Of course, the home port remained at San 
Diego—you weren’t allowed anything. But your wife went with you 
or you went up to Seattle, found a place to live. Then the ship left 
Seattle and came back to San Diego. In that case you can either con- 
tinue to pay the rent in San Diego or find a new place to live. 

Mr. Thompson. That is right. 

Mr. Bianprorp. Then where did you go from San Diego? 

Mr. THomrson. We made a round-the-world cruise, we knew it was 
going to be practically a year long, so she came back to Philadelphia. 

Mr. BuanprorpD. Home port is still San Diego? 

Mr. Tompson. Yes. She come back to Philadelphia, when the 
ship hit San Diego she came back out there. 

f course, the Navy didn’t pay for all this, because gur home port 
was still San Diego. So, then we make several runs up to San Fran- 
cisco consisting of 2 to 4 months long which the Navy still doesn’t pay 
for. 

So, I would say I have had quite a few changes of station. 

Mr. Buanprorp. Then you were transferred from San Diego from 
the ship to Philadelphia. The Valley Forge is now at Norfolk I think. 
Did you go with it to Norfolk? 

Mr. THompson. No, I went from San Diego on to San Diego shore 
duty, then I got no pay allowances. I went to shore duty as an in- 
structor out there. Then, from San Diego I come back to school again. 

Mr. Bianprorp. That was a change of station, then? 

Mr. THompson. Yes. And I just completed 44 more weeks of 
school. 

Mr. Branprorp. Then—at Philadelphia ? 

Mr. Tuompson. No, sir; at Washington. Then I went to Phil- 
adelphia. 

Mr. Buanprorp. Then, you have been transferred, since, to Phil- 
adelphia ? 

Mr. THompson. Yes, sir. 

Mr. Buianprorp. Where you hope to spend at least another couple 
of weeks. 

Mr. TuHomeson. It would be nice, yes. 

Mr. ArENps. You had better stay in if we give you this pay raise. 

Mr. Bennett. Do you have any observations on how we might 
keep some of these younger fellows, who you say are not yet so much 
involved in the question of timing. Do you think this might help any 
of them to stay in or do you feel it doesn’t go far enough? 

Mr. THompson. Well, sir it is quite an incentive, believe me. But 
according to a lot of these young fellows getting out, why they are 
under the impression—and they are right—they can go outside to 
any of these electronic companies and get more money. 

Mr. Bennerr. Not to make us feel good about it—but you are 
telling us this thing is not quite good enough. 

Mr. THompson. No, sir. 

Mr. Bennetr. It is good for you; you are going to stay, but these 
other fellows are not going to stay? 

Mr. Tompson. No, sir, I didn’t quite mean it, if I said it that way. 
Mr. Bennetr. You are not making me mad, I am trying to find out. 
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Mr. Tuompson. No, sir; it always helps them. Since I have been 
up to Philadelphia, why, there is two third-class up there and I be- 
lieve one, his time is up in July, and right now he is not quite sure 
exactly what he is going to do. 

But I believe that if this pay bill did go through, I believe it would 
help him in his thinking as far as staying in or not. 

Mr. Bennerr. If you were guessing, what percentage of those fel- 
lows that would stay in that are in that group that you are talking 
about would stay in on account of this bill? 

Mr. Tuompson. I hate to venture a guess. 

Mr. Bennetr. You think it is going to improve the situation, but 
you think still some people are going to leave ? 

Mr. THompson. Yes, sir, I believe it would help. 

Mr. Witson. I am interested in some of these offers that you and 
some of your men have gotten from big firms offering you better 
job epee ate outside. You can be very frank with us. 

How do théy contact you; how do you find out about these offers? 

Mr. Tuompson. I don’t know, sir, but I have been wondering about 
that myself. I asked quite a few people and they contact the school 
here in Washington, find out who graduated, and the time, and what 
have you, some of the men that have been through, and as far as I 
know that is about the only way they could possibly find out. 

Mr. Witson. Do they actually come and talk to you personally about 
it ? 

Mr. TuHomeson. Either that or send you a letter. I have one. 

Mr. Witson. They send you a letter and say: “We have a wonderful 
opportunity for you if you will step outside.” 

Mr. THompson. Yes, sir. 

Mr. Witson. That is all. 

Mr. Kitpay. Mr. Huddleston ? 

Mr. Huppteston. Did you bring the letter up here with you? 

Mr. THompson. No, sir; I don’t have it, but I told the commander 
I would bring it. 

Mr. Wison. Could we get it for the committee file? Would that 
be possible ? 

Mr. Kitpay. Yes, if it is all right with Mr. Thompson. 

Mr. THompson. Yes, sir. 

Mr. Bennetr. Before you leave the stand, is there anything else 
you would like to say about improving the service and its attractive- 
ness ? 

Mr. Tuomrson. No. As I said before, I like the service. 

Mr. Mitier. How about the fringe benefits, the loss of some of those 
benefits, what effect does it have? 

Mr. THompson. Well, that is what is being a big incentive to a lot 
of people, the incentive thAt is now proposed. It has helped in a lot 
of their thinking, believe me. 

Mr. Kitpay. Anything further? 

Mr. Buianprorp. One question. 

Do you know of your own knowledge anybody who has reenlistea 
on the strength of the favorable publicity that has been given to this 
pay bill? 

Mr. Tuompson. No, sir; offhand I couldn’t say. 
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Mr. Witson. You haven’t started to spend this money yet, have 
you? 

Mr. THomrson. No. 

Mr. Witson. That is why they are not reenlisting yet, either. 

Mr. Kupay. Thank you, Mr. Thompson. Glad to have you here. 

Now, Mrs. Brockman. 

Mrs. Brockman. Good morning. 

Mr. Kitpay. What is your husband’s name? 

Mrs. Brockman. Edward Burt Brockman. 

Mr. Kitpay. And which service is he in? 

Mrs. Brockman. He is a personnel man in the Navy. 

Mr. Kitpay. How long has he been in the service ? 

Mrs. Brockman. Six and a half years. 

Mr. Kinpay. How many children do you have? 

Mrs. Brockman. One and a half. [| Laughter. | 

Mr. Kitpay. Most of us on the committee know exactly what you 
mean. 

Mr. Wiitson. How can you be sure about that fraction? [Laugh- 
ter. | 

Mr. Kitpay. Where do you live now ? 

Mrs. Brockman. We live in an apartment at Wilston Apartment 
Center in Falls Church. 

Mr. Krupay. And where is your husband's duty station ? 

Mrs. Brockman. At the Navy Annex in the Classification Depart- 
ment of Navy Personnel. 

Mr. Kitpay. Do you know what. this bill would do for you? 

Mrs. Brockman. I certainly do. [Laughter. | 

Mr. Kitpay. What does it propose ? 

Mrs. Brockman. Well, it would give us exactly $23.40 more a 
month, which is nice. 

Mr. Kitpay. That would be helpful? 

Mrs. Brockman. Very helpful. 

It will mean a savings account again which has been a thing of the 
past since we have been married—especially since our first baby ar- 
rived. It will mean we can go out and buy a pair of shoes once in a 
while without think of what the baby needs, which we haven’t been 
able to. 

Mr. Kizpay. I don’t want to disillusion you, but it is going to be 
« long time before that time arrives. 

Mrs. Brockman. We are waiting. [ Laughter. ] 

Mr. Kitpay. I don’t mean for just those in the Navy; I mean for 
Members of Congress also. 

Mrs. Brockman. Yes, sir. 

Mr. Kimpay. Have you always during the time that you have been 
in the service had medical and dental care available to you? 

Mrs. Brockman. We have never had dental care available to us. 
No medical care has been available. I would like to see dental care 
available, especially now with the family. 

I know I, myself, need dental care and we have always had to put it 
off because there is something else to be done every payday. It hasn’t 
been that we have been able to say “Well, next payday I will go to 
the dentist.” Next payday the milk bill is a little bit extra, one of 
these days our teeth are going to fall out, I guess. But, of course, 
our children won't be neglected. 
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Mr. Kumpay. At your present station where is medical care available 
to you? 

Mrs. BrockMan. Well, I go to the main Navy dispensary for check- 
ups and then next month I will start going out to the hospital at 
Bethesda, for a checkup. And the baby will be born at Bethesda, 
but with our daughter it will be at the main Navy dispensary and it is 
9 miles to the dispensary from our apartment. 

Mr. Kiztpay. How many stations have you been at? 

Mrs. BrockMan. Four in the last 314 years. 

Mr. Kizpay. In 314 years you have had 4 permanent changes of 
station ? 

Mrs. Brockman. Yes, sir. 

Mr. Kixpay. Did you have medical care available at all of those 
stations ? 

Mrs. Brockman. Lucky, we didn’t need it. I believe it was avail- 
able, with the exception of San Francisco. 

Mr. Kitpay. Have you had ships stores commissary facilities avail- 
able to you at all four stations? 

Mrs. Brockman. We didn’t use them at any but this last one now, 
because we were there for such a short time it would have taken longer 
to get our application in and get a commissary card back, than it 
would to just go down the corner store and buy the groceries that we 
needed. 

Well, I was in Alameda for almost a year, but my husband was at 
sea, and I didn’t have the facilities to go to the commissary, and in 
San Diego we were only there for 10 weeks while he attended school. 

Mr. Wuson. What a pity. [Laughter.] 

Mr. Mitzter. Where is that first station ? 

Mrs. Brockman. Our first station was Great Lakes, Ill. 

Mr. Mitier. You didn’t have it available there? 

Mrs. BrockMaN. It was available but we hardly moved into our 
apartment when you shipped him off to sea. 

Mr. Mriter. What did you say about getting a commissary card ? 
Was it delayed or something? 

Mrs. Brockman. Well, when we applied for a commissary card here, 
Mr. Miller, it took us approximately 4 weeks from the time that I 
signed the application before they sent us a verification and it took 
another 2 months before we got the commissary card. 

Mr. Miniter. Mr. Chairman, if I may make an observation at this 
point, this is I think a very common complaint and I think it is some- 
thing that you gentlemen over here [indicating] can take official 
cognizance of. I can show you lots of places where just in the admin- 
istrative delay in getting these commissary cards, it has been one of 
the irritating things that you failed to touch on because it lands right 
smack back in your laps when it comes to the manner of causing part 
of this ferment. We have heard that everything is being done admin- 
istratively to take care of the situation of fringe benefits, but this is 
one that I know personally has not been taken care of and I com- 
mend it to your thinking. 

Mr. BLanprorpD. May I say in that connection, however, that also 
there is another facet to that, that we should remember, and that is 
that some of these commissaries—I don’t know whether you are going 
to the one at Fort McNair? 
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Mrs. Brockman. Cameron Run station. 

Mr. Buanprorp. Cameron Run station, on a Saturday morning, 
looks like Macy’s basement when they are giving things away. 

And they just can’t handle 

Mr. Mixer. I am not talking about Washington. I will cite you 
a case where an application shifted from Navy Supply Department 
on back to Alameda back to the Navy Supply Depot and everyone 
passing the buck until I called up the 12th Naval District Head- 
quarters and after about 3 days this woman whose husband was in 
Japan and who was in the same position that these people find them- 
selves—he is a third-class petty officer—was being shifted about be- 
cause he had to sign an application in Japan and he hadn’t signed 
it peouerty or it was lost. 

She had all of her identification from other things. I called up 
12th District Headquarters and we got some action on it. 

But it is a sad commentary to me that an enlisted person, and a petty 
officer in the Navy, has to go to a Member of Congress to get that 
card, when the Navy cries its eyes out about getting these things in. 

And I am not going to accept the reasons that you give at all. I say 
it is an administrative matter and it could be brought out and could 
be proven. 

Mr. Bianprorp. I think you are absolutely right on the admin- 
istrative end of it. My only point is that we have gone through a 
hassle on the number of commissaries in places where there are no 
commissary privileges, and in some places where there are, they are 
so literally swamped that there is undoubtedly a waiting list to get 
people on 

Mr. Mitxer. No question about it. 

Mr. Buanprorp. The list so that they can get a commissary card. 

Mr. Mituer. That is right. I realize that. And I am sympathetic 
to it and I haven’t been critical of it, but I do think that this matter 
of—we go through and we take a lot of superprecautions, and particu- 
larly when a man gets out of this country, when he is not there to do the 
fighting, maybe a girl is stuck out someplace far from home where she 
has no friends—and one of these wives—and she is just scared to 
death of rank. It poses a rather serious problem. I say “scared 
to death of rank,” let us be perfectly frank about it: This girl would 
never have come to me, that I read out, but that the parent-teachers’ 
silat president brought her to me, who I happen to know pretty 
well. 

Mr. Kitpay. Anything further ? 

Mr. Wilson ¢ 

Mr. Wuson. She mentioned, Mr. Chairman, that she had not had 
any medical care prior to arriving here. I just wondered if your 
first child was born in a military hospital. : 

Mrs. Brockman. Yes; she was born a year ago last November at 
Bethesda. 

Mr. Arenps. But you still do not have dental care available? 

Mrs. Brockman. No, sir. 

Mr. Bennert. Is the commissary privilege a really worthwhile 
privilege to you? 

Mrs. Brockman. Well, it did cut down our grocery bill almost $30 
a month. But it means very careful budgeting. I only go, usually 
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twice a month, and it is almost an all-day affair when I do go. It 
means either getting a baby-sitter or dragging her along and parking 
her in a nursery. 

Mr. Bennerr. How do you think the commissary privilege could 
be improved as a fringe benefit, outside of the question of red tape, 
to get you on the list quickly ? 

Mrs. Brockman. I really couldn’t say. I haven’t thought too 
much about it. I appreciate going to the commissary; I enjoy going. 
1 usually buy more than what I would buy at the grocery store because 
of the prices. It is awfully crowded. But that is something you run 
into most any place. 

Mr. Bennett. It is cheaper, generally ? 

Mrs. Brockman. It is cheaper generally ; yes. 

Mr. Kanpay. Anything further? 

( No response. ) 

Mr. Kinpay. Thank you, Mrs. Brockman. Glad to have you here. 

M. Set. Ben M. Bullard. 

Have a seat, Sergeant ? 

Sergeant Butiarp. Thank you, sir. 

Mr. Kitpay. Where are you stationed, please ? 

Sergeant Butiarp. At Andrews Air Force Base in Washington, sir. 

Mr. Kanpay. For the record your grade, please ? 

Sergeant BuLLArD. Master sergeant. 

Mr. Kitpay. What is your specialty ? 

Sergeant Butxiarp. I am a 43171 maintenance technician, sir. 

Mr. Kitpay. How long have you been in the service ? 

Sergeant Butiarp. Twelve years, sir. 

Mr. Kintpay. Are you married ? 

Sergeant Butiarp. Yes, sir. 

Mr. Kitpay. Do you have any children ? 

Sergeant Butiarp. No, sir. 

Mr. Kitpay. Where do you live? 

Sergeant Butxiarp. I live at Andrews Field, sir; I have quarters 
on the base. 

Mr. Kinpay. You have quarters on the base? 

Sergeant Butiarp. Yes, sir. 

Mr. Kinpay. Are you on flying status? 

Sergeant Butiarp. Not at the present time; no, sir. I have quit. 

Mr. Kirpay. I see you are rated too. 

Sergeant BuLiarp. Yes, sir. 

Mr. Kitpay. But you are not on flying status. How long since you 
were ¢ 

Sergeant Butiarp. I quit over a year ago, sir. 

Mr. Kiitpay. Why? 

Sergeant Bun.arp. Well, there is just nothing to it any more, I 
can’t fly for $75 a month; it cost me $100 a month to fly. 

Mr. Witson. Why? 

Sergeant BuLtarp. Well, you just don’t get enough money. You get 
$75. Every time I make a cross country it costs me probably $20, so 
I just can’t make any money. 

Mr. Arenps. How does it? 

Sergeant Butiarp. If you go TPA, excuse me, I am getting fouled 
up here. If I go across country I usually stay at hotels and stuff 
like that, it costs me money. My per diem just won’t make up for it. 
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Mr. Branprorp. Or you may end up on a base where there are say 
quarters available but no messing facilities or there may be messing 
facilities and no quarters available ? 

Sergeant Buriarp. That is right. 

Mr. Bianprorp. Then you have to find a hotel ? 

Sergeant Butiarp. That is right. 

Mr. Bianprorp. You can’t find a hotel at $4 a day or $3.50? 

Sergeant Butiarp. Especially in Miami or San Francisco or some- 
place like that. 

Mr. Bianrorp. Do you think this per diem increase to $12 may help, 
plus the increase in flight pay, might change your mind ? 

Sergeant Butiarp. Yes, sir, it will; I will probably go back on 
flight status then. 

Mr. Kray. What is your present duty, sir. 

Sergeant Buniarp. IT am a training NCO for 230 airmen. 

Mr. Kinpay. What are you training them in? 

Sergeant Butnarp. Aircraft mainten: ince. 

Mr. Kitpay. How long a course is that ? 

Sergeant Buiiarp. Well, they are never through training, from 
the time you get in the service until the time you get out you are still 
training. 

Mr. Kiar. When they come to you at Andrews they have been 
through a school ? 

Sergeant BuLiarp. Yes. 

Mr. Kizpay. Where? 

Sergeant Buniarp. Most of them to A. & M. Some at Chanute 
Field. 

Mr. Kinpay. You go to technical school first ? 

Sergeant Butiarp. Yes, sir. 

Mr. Kinpay. Then it is on-the-job training ? 

Sergeant BuLiarp. Yes, more or less on-the-job training. 

Mr. Kinpay. About how much time do they have in? 

Are they in their first enlistment ? 

Sergeant Butiarp. Yes, sir. Usually when I get them they have 
21% to 3 years to go. Just about the time I get them trained they 
are due for discharge. 

Mr. Kitpay. What would they be trained as, what are they qualified 
to do in military or civilian life after they have had this training? 

Sergeant Buntarp. In any kind of aircraft work, some of them are 
aircraft mechanics, some are aircraft instrument specialists, electrical 
specialists, and so forth. 

Mr. Kitpay. Engines? 

Sergeant Butiarp. Engines. Yes. They don’t have any trouble 
getting a job when they get out. 

Mr. Kripay. Now under this bill, do you know what it will do for 
you? 

Sergeant Butuarp. I feel that this bill might help keep some of 
these younger airmen in and also some of the older ones that are 
getting out. I feel that the flying pay increase and the per diem 
increase and also the increase in pay is going to help a lot. 

Mr. Kivpay. And the reenlistment bonus? 

Sergeant Butiarp. Reenlistment bonus; yes, that did help. 

Mr. Kiipay. You think that would serve to hold some of these men? 

Sergeant Buniarp. It will; yes. 
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Mr. Kizpay. Out of your 230, are they all in their first enlistment ? 

Sergeant Buiwarp. No, sir; I have 21 first master sergeants and 
75 technical sergeants, and so forth on down the line. 

Mr. Kitpay. About how many of them are in their first enlistment ? 

Sergeant Buxiarp. I would say approximately 80 percent of them, 
sir. 
Mr. Kiupay. And as to these men who don’t have much time put in 
toward retirement toward a career, from your contact with them do 
you feel that this bill would be an incentive to them to remain on? 

Sergeant Butiarp. Yes, to most of them it will be. 

Mr. Kitpay. What proportion of them have completed their course, 
or are now rated as air crew ? 

Sergeant Buxiarp. That is an incentive for any airmen coming in 
the Air Force. I think all of them feel they want to fly, for the glory 
in it. By the time we get a man trained to be an air crew member, 
his time for enlistment is up. I believe this increase in flying pay 
would hold him. 

Mr. Kizpay. So he would get the increase in base pay, increase in 
hazard and incentive pay, and reenlistment bonus? 

Sergeant Butiarp. Yes, sir. 

Mr. Kitpay. And you feel that the young men that you have that 
are just serving their first enlistment that you can attract them to 
stay with the service ? 

Sergeant Bunuarp. That is right, sir. 

Mr. Kinpay. Would that reduce this constant training that you 
are doing ? 

Sergeant BuLuarp. Well, the type of training we are doing out here, 
sir, doesn’t cost—there is no cost to it, the type we train. We just 
see that a man gets to a skilled level out here. Of course, the schools 
are pretty expensive. 

Mr. Kitpay. He has been through the school and you take him on 
the job and then you grade him into the flight line? 

Sergeant Butsarp. Yes. 

Mr. Kitpay. Mr. Arends? 

Mr. Arenps. Possibly I am a little ignorant about this. But in view 
of the fact that you quit flying status because it was costing you money, 
is that true of practically every other individual ? 

Sergeant Butiarp. Well, most of your techs and masters just won’t 
fly any more, sir, just not enough money in it. Of course, your 
younger airmen they all want to get on flying status, so we just turn 
it over to them. 

Mr. Arenps. Does it cost them money, too ? 

Sergeant Butxarp. Yes, sir; it does. 

Mr. Arenps. But they fly nevertheless? 

Sergeant Buxiiarp. They fly nevertheless. A lot of them it costs 
nearly their whole pay every month, but they are still flying, until 
they get tired of it, and then they quit. 

Mr. Kiipay. Mr. Blandford. 

Mr. Buanprorp. How many schools have you attended in your 12 
years in the Air Force? 

Sergeant Butiarp. Let me see, I have been through Air Mechanics 
School, Engine Specialist School, Instrument Specialist School, Hy- 
draulic Special School, Prop Specialist School, Electronic Turbo 
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Supercharger School, and I don’t know just how many different air- 
craft factory schools I have been to. 

Mr. Buanprorp. You have about reached the point where the Air 
Force has a rather sizable investment in you right now ? 

Sergeant Butiarp. Yes, sir; they have. 

Mr. Buanprorp. And you feel that is true of most of the men that 
are serving under you right now? 

Sergeant Bunuarp. Yes, sir. 

Mr. Buanprorp. You are acting more or less as a supervisor of on- 
the-job training? 

Sergeant Bunxarp. Yes, sir. 

Mr. BLanprorp. But when you say that the school isn’t costing, you 
mean you are getting some production out of these people, they are 
actually doing the job? 

Sergeant Butiarp. They are doing the job; yes. 

Mr. Buanprorp. And they have all completed the theory and now 
they are getting the practical application, actually on the line? 

Sergeant Butiarp. That is right, sir. 

Mr. Buanprorp. Now, this bill in your particular case will give you 
a $28.39 per month increase in basic pay and in addition to that it 
will give you an increase of $30 a month in flight pay, and in addition 
to that will increase per diem from $9 to $12, that is a portion of it 
depending upon what portion you get when you go off on these trips. 
So that you feel the combination of those factors would tempt you to 
go back on flying status? 

Sergeant Buniarp. Yes, it would. 

Mr. Buanprorp. And you think it would also tempt other tech 
sergeants and master sergeants who are not now on flying status? 

Sergeant Bunuarp. Yes, it will. 

Mr. Kizpay. How many permanent changes of station have you had 
in the 12 years, Sergeant ? 
poorer Butuarp. I would say about 12, sir. I am not sure about 
that. 

Mr. Kipay. Around 12, though. 

Sergeant Buuiarp. Yes, sir. 

Mr. Kitpay. That is not extraordinary, either, is it? 

Sergeant Butiarp. Well, no, sir. A lot of them keep moving 
pretty quick, I mean especially when you are traveling, getting ready 
to go overseas, you make 2 or 3 moves all at once. 

Mr. Wiison. Mr. Chairman ? 

I have been impressed very much, Sergeant, with all this training, 
technical training that you have had. Do you have any idea what you 
might be able to earn on the outside with all that training? 

ergeant Bunuarp. Yes, sir. I am speculating on a job right now, 
sir. anshion 

Mr. Wutson. How much? 

Sergeant Butxuarp. I will make over $400 a month. I am not sure, 
I haven’t got into the details of it just yet, but I have a discharge 
coming up in October, and it looks pretty good. 

Mr. Witson. You are looking at it? 

Sergeant Butuarp. Yes, sir. 
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Mr. Bianprorp. Of course, this would give you more? If you go 
back on a flying status this would give you substantially more than 
$400 a month. 

Sergeant Butiarp. Yes, sir. 

Mr. Buanprorp. That would change your mind? 

Sergeant Butiarp. Probably change my mind. 

Mr. BLaNDForD. Probably will change your mind? 

Sergeant Butxarp. Yes, sir. 

Mr. Kirpay. Mr. Bennett? 

Mr. Bennett. I am interested in the arithmetic of this flight pay ; 
this comes as a complete surprise to me that anybody turned down 
flight pay. I would like to get it in the record a little bit so I can 
understand it a little better. 

How much flying hours do you have to put in per month to get this 
amount under the present bill? 

Not under the one we are now considering, but under the law as it 
now is? 

Sergeant Butuiarp. It says you have to have 4 hours in, sir. But 
usually at the end of the month a man might have 60 or 70 hours 
flying in. 

Mr. Bennerr. That doesn’t explain anything to me. It may ex- 
plain something to you, but it explains nothing to me. Why do you 
have to have 60 hours? 

Sergeant Butiarp. You have to furnish an engineer for each air- 
plane. Every time an airplane leaves the ground it has to have an 
engineer. We don’t have that many men on flying status. 

Mr. Bennett. I am interested in finding out why you, as an indi- 
vidual, have found it financially unfeasible to undertake to be on a 
flying status. I am interested in why you don’t have a flying status. 

Sergeant Buiuarp. For instance, if I take a flight from here to 
Miami, Fla., and I have to stay in an expensive hotel, I will probably 
come away from there 2 days later about $30, $35 1: ater. | Laughter. | 

At the end of the month they give me $60 or $75, whatever it might 
be, it just doesn’t make up. 

Mr. Bennett. Thirty-five from 65 dollars leaves a substantial bal- 
ance—and you have been in Miami? 

Sergeant BuLiarp. Yes, sir, but I might make 4 or 5 of those trips 
a month. 

Mr. Bennett. In other words, when you get on flying you are not 
in control of how many hours you fly, and you might be asked to fly 
a great many? 

‘Serge: unt Butrarp. I have flown as high as 140 hours a month. 

Mr. Bennett. To repeat my question, then, your point then is 
that if you got on flying status, you won’t wind up with 4 hours, you 
nay wind up with 60 or 70 hours and you can’t cut it down and, there- 
fore, you have to make a tremendous expenditure to get that 60 or 70 
hours’ flying; is that it? 

Sergeant ‘Butiarp. That is right, sir. 

Mr. Bennett. And you feel this is pretty prevalent throughout- 
what rank of the service do you find this desire not to take flight pay / 

Sergeant Butiarp. Anywhere from staff sergeant on up. 

Mr. Bennett. Up to what? 

Sergeant BuLiarp. Master. 
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Mr. Bennett. How about officers? 

Sergeant BuLiarp. Well, the officer, | know most of your younger 
officers don’t like to fly any more. 

For instance, lieutenants and second lieutenants, jet pilots. 

Mr. Bennerr. Can you decide whether you want to be on flight pay 
or not? 

Sergeant Butnarp. Well, I can go on flying status any time I want 
to, just about; all I have to do is take a physical. 

Mr. Arenps. Can you go off, too, when you want to? 

Sergeant Buttarp. Yes; they don’t force you to fly. 

Mr: Bennett. It seems from what this person said here, it looks 
like the flying services, Navy and the Air Force, ought to take this 
into consideration and try to arrive at some solution where it would 
be economically feasible for these people to fly. Such as they don’t 
have to stay at the Roney Plaza in Miami, they can have barracks ac- 
commodations. I don’t stay there; I don’t spend $35. I don’t know 
whether they want to or not. But it looks to me like the Air Force 
or Navy might be able to route these routes, if they are purely profi- 
ciency flights, to places where they could get barracks and messing, 
« much less expensive affair, and therefore that there will be some 
attraction to being on flight pay. 

Mr. Kitpay. Of course, this brings out the fact that incentive pay 
to be an incentive must be in an adequate amount. Unless it does 
have some relationship to total income, it is not an incentive. 

Mr. Bennett. Adequate amount, yes: but if they are going to route 
the boy to Miami Beach all the time, and make him spend expensive 
hotel rates and he can’t get into a barracks, I don’t care how adequate 
the amount is. I don’t think the Government can afford to be sending 
everybody to Miami Beach. 

Sergeant Buttarp. We can’t always land wherever we want to, sir. 
If where we are headed is closed in, we have to go someplace else 
and land. We can’t just land anyplace. 

Mr. Bennett. I realize that there is not abuse on your part, because 
if it were you would figure out some way you could find a more 
economical spot. 

So there must be some other reason for it. I am not trying to 
say that you're flying to Miami Beach for your pleasure; if you were 
yon would want to take the flight pay. 

So I am not criticizing you. But it seems to me if it is in the 
interest of having people to fly that the Air Force and the Navy 
ought to try to find barracks; for instance in Jacksonville we have 
plenty of empty barracks used in World War IT and in good condition. 

I don’t see why you couldn't route them—we have nice swimming 
places in Jacksonville, too. 

Mr. Kinpay. Of course, I don’t think the sergeant ought to be put 
in the position that he was only using Miami as a high-cost area. 

He also said San Francisco, I believe, is a high-cost area. 

Mr. Bennerr. I don’t want to take too much time. But my main 
point is not directed at the sergeant. It is a thought that maybe the 
Navy and the Air Force ought to consider what he has said, which is a 
surprise to me and possibly they could make it more feasible for more 
people to maintain their proficiency in flying if they would set up 
courses where they would have existing facilities which would make 
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it a more economical proposition for these men to continue in the 
flying status. 

Mr. Kinpay. I agree with the gentleman completely that there are 
many things that could be done administratively which I don’t think 
enough attention has been given to. 

Part of my thinking, in connection with too many changes of sta- 
tion, is longer-range program of personnel planning could eliminate 
this thing. 

From the people I have talked to, this pattern of averaging out 
about one permanent change of station per year, is what I find prett: 
generally to be the case. Not that every 12 months they have moved, 
but by the time you have served 12 years you have moved 12 times. 

Mr. Arenps. Have you experienced any shortage in medical or 
dental care, you or your wife ? 

Sergeant Butiarp. For my family, yes, sir. My wife, we have no 
dental care at all for her, it depends on where I am. 

Mr. Arenps. Well—not at all 

Sergeant Butiarp. No, sir. Only in emergency cases only. 

Mr. Kizpay. Thank you, Sergeant. 

Mrs. Faith Robert Sroucuron. Do I pronounce it correct? 

Mrs. Stroueuton. Yes, sir. 

Mr. Kitpay. What is your husband’s name? 

Mrs. Srovueuton. Cecil William Stoughton. 

Mr. Kitpay. And his grade? 

Mrs. StroucuTon. Master Sergeant. 

Mr. Kitpay. Where is he stationed ? 

Mrs. Stoueuton. At the Pentagon. 

Mr. Kitpay. Where do you live? 

Mrs. Sroueuton. We live in Falls Church. 

Mr. Kitpay. How many years’ service does he have? 

Mrs. Sroucuton. He has 13. 

Mr. Kiipay. How many children do you have? 

Mrs. SroucuTon. Four. 

Mr. Kixpay. How long have you been married ? 

Mrs. Sroueuton. Eight years. 

Mr. Kitpay. How many stations have you had in 8 years? 

Mrs. Sroucuton. Well, we have been lucky in that respect. Just 
two, this is our second. 

Mr. Kitpay. What is his specialty ? 

Mrs. Stoucuton. He is a motion-picture cameraman. 

Mr. Witson. What branch of the service, please ? 

Mrs. Stovueuton. The Air Force. 

Mr. Kitpay. Air Force. 

Now, you do not have Government quarters ? 

Mrs. SroueutTon. No, sir. 

Mr. Kitpay. Do you rent? 

Mrs. Stroucuton. No. We had, the first 6 months we were here, we 
rented and the rent was so exorbitant that we made every effort to buy 
a house rather than pay rent. So we do have some equity in it. 

Mr. Kitpay. Of course, you have 4 children, 6 people. 

And it is pretty hard to rent for a family that size in the Washing- 
ton area. 

Mrs. Sroventon. Yes, sir. 
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Mr. Kitpay. And do you know what this bill would do for you? 
Mrs. Sroucuton. Yes, sir, it would give us $28.39 more a month. 
Mr. Kitpay. Would that be a help? 

Mrs. Stoucnuton. Well, it would. It would almost pay my milk 
bill per month. 

Mr. Kitpay. That isa very practical subject. 

Mrs. Stovcuton. The milk runs about $30, $31 a month. So it 
would help in that respect. Because, at the present time, I do baby 
sitting. At night, when my children are in bed, why, I sometimes 
go out and sit with other people’s children to make ends meet. 

Mr. Arends. What is your address? [Laughter.] _ 

Mr. Kirpay. Have you at all times had medical and dental care 
available to you, Mrs. Stoughton? 

Mrs. StroucHton. No, sir. The dental care is a sore subject with 
me. Before we had the children I had to have some dental care, and 
I went with a toothache, and as long as I was there they only could 
give me emergency service. They would say, “Well, we can pull it 
out, we can’t fill it, but we can pull it out.” When you have a tooth- 
ache sometimes you say to go ahead and pull it. At least, you don’t 
have a toothache any more. 

So then of course, I had quite a few extractions and I had to go 
to a civilian dentist to have some dentures made, so as far as I am 
concerned why—lI have saved on the extractions, I guess, but it has 
been a sore subject with me. 

And medical care, if you can spend 2 hours or more and keep your 
children under control, and wait around for a doctor, and sometimes 
they are out having coffee or something and your kids are running 
around getting restless, then they give you a jar of salve or a pill or 
two and say: O. K., go home. 

‘ I will say in the favor of the service, that having babies in the 
service is very inexpensive. I think that my first child cost $10 and 
the other 3 cost about $5. So we saved quite a bit there. 

Mr. Kitpay. Have you had that service with each of your children ? 

Mrs. Sroucuton. Yes, I have. I have been very satisfied with it. 
They let you go home in 2 days, though, which is rather soon, and we 
couldn’t afford to have any help and of course I didn’t go back to bed, 
I just went home and started in with my daily routine. 

Mr. Kinpay. Mr. Blandford? 

Mr. Bianprorp. I have no questions, Mr. Chairman. 

Mr. Arenps. I hope your husband is pretty handy around the house. 
{ Laughter. | 

Mr. Kitpay. Mr. Miller, Mr. Bennett, Mr. Huddleston, Mr. Wilson ? 

Mr. Witson. Just one point, on this matter of buying a house. 

Did your husband use the GI bill ? 

Mrs. SroucutTon. Yes, he did. 

Mr. Witson. Are you aware of the fact that we passed a housing 
act last year that will give you a chance to buy a house under terms 
very much like the GI bill when you move to another station ? 

Mrs. Stroventon. Yes, I think that will be to our advantage, the 
next move that we make, if we can get a cash settlement out of the 
house that we have now. 

There are so many houses that GI’s can get under no downpayment, 
and we are tentatively thinking of Denver, very soon, and so we are 
wondering about that. 
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Mr. Witson. When you use your GI bill you lose it, you don’t have 
a chance to use it again, and under this bill that we passed last year 
for service people, when you have a permanent change of station you 
can buy a house under terms very much like the GI bill. I am sur- 
prised at the number of service people that aren’t aware of that pro- 
vision and I am glad that you do know that it is possible because 
it will save you a great deal of money, I know. 

Mrs. Sroucuton. While we are on the subject could I say something 
about this allowance, the $96, that is given ¢ 

Mr. Winson. Basic allowance for quarters ? 

Mrs. SroueuTron. Yes. 

When we came here to Washington, we had the experience of the 
high cost of living. Well, we had to lease this place that we rented 
for 6 months until our house was ready to move into. 

And we had to put $100 down for the lease, then we had to pay 
$100 rent in advance, and then the gas company required a deposit of 
$35 and then the electric company, ‘T think that was $5 or $10, some- 
thing like that, and it was quite an outlay of money, plus we ‘had to 
put $1 000 down on our house. 

Of course, there are so many places now that you don’t have to have 
a downpayment. But it was quite an outlay of money, plus the ex- 
pense of traveling. Of course, we only had one and a half children 
then, but I just wanted to say that I think that the $96 will help, it 
won't alleviate the situation. 

Mr. Wiuson. That extra amount will help pay some of these de- 
posits WwW hen you have to move in, in your view 4 

Mrs. SrouGuton. Yes, we were selling furniture like mad, I sold my 
piano, trying to get cash that we didn’t have. I imagine there are 
other families experiencing the same thing because you just don’t 
have the extra to save and you get a little saved and something im- 
mediately comes along that takes it. 

Mr. Bianrorp. What is your suggestion, Mrs. Stoughton, and I 
hope Admiral Grenfell is listening, too. Because I think you are 
suggesting this, that the dislocation allowance be paid as you move 
and not have to wait 2 or 3 months to get it after you move, you need 
the money when you move. 

Mrs. Srouenton. Yes, that is right. 

Of course, people in the service do travel a lot, and like in our case, 
we have no permanent home address, it is wherever we are. 

Like we are in Virginia now, we pay taxes and vote in Virginia, 
and so forth. Of course, companies and real-estate men aren’t going 
to take chances with somebody who is a rolling stone, more or less; 
they want their cash deposit and then they feel safe. 

Mr. Kinpay. Anything further? 

(No response. ) 

Mr. Kitpay. Thank you, Mrs. Stoughton. We will now hear M. 
Sgt. Stanley G. Jacquot, of the Marine Cc orps. 

“Sergeant Jacquor. Yes, sir. 

Mr. Kitpay. Be seated, Sergeant. 

Where are you stationed, Sergeant ? 

Sergeant Jacquor. At the present time, I am stationed at head- 
quarters, Marine Corps, here in Washington. 

Mr. Kitpay. How long have you been in the service ? 
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Sergeant Jacquor. 1514 years, sir. 

Mr. Kiwpay. Are you married ? 

Sergeant Jacquor. Yes. 

Mr. Kitpay. How many children do you have? 

Sergeant Jacquor. Four. 

Mr. Kitpay. In your 1514 years of service, how many permanent 
changes of station have you had ? 

Sergeant Jacquor. Well, that would be hard to say, sir, because 
from 1939 through 1945 during the First World War, why I spent 
practically the entire time overseas, so I couldn't actually count it. 
Since the end of the first war—I mean of World War II, in 1945, 
approximately five. 

Mr. Kinpay. Do you know what this bill would do for you? 

Sergeant Jacquor. Yes, sir. 

Mr. Kizpay. What would it mean to you, Sergeant ? 

Sergeant Jacquor. Approximately $28 a month raise, sir. 

Mr. Kmpay. Would that be a help? 

Sergeant Jacquor. Yes, sir. 

Mr. Kupay. Where do you live? 

Sergeant Jacquor. Well, when I came up to Washington in 1952, 
which was at the time Korea was in its peak or just slacking off a 
little, you couldn’t get a place here to rent, 1 mean the lowest one I 
could find was $135 to $140 a month for myself and wife and four 
children. So I bought a house in Virginia. 

Mr. Kitpay. You have in 1514 years of service, and in 414 years 
more you will be eligible for the Fleet Reserve / 

Sergeant Jacquor. Yes, sir. 

Mr. Kupay. What are your plans? Are you Joking to 20 or 30? 

Sergeant Jacquor. Twenty, sir. 

Mr. Kipay. You will go into the Fleet Reserve at the end of 20, 

Sergeant Jacquor. No, sir; take straight retirement pay and go out. 

Mr. Kivpay. Go out at 20 

Sergeant Jacquor. I will be carried on the retired list but won’t go 
into the Fleet Reserve for the additional 10 years. 

Mr. Kainpay. I understand. 

Now, as to men of less service: what do you think are the prospects 
of our holding these men, for instance, who are in their first enlist- 
ment, in the light of what we did last year in the reenlistment bonus 
and what is proposed in this bill as to pay 

Do you think it would give us a better chance / 

Sergeant Jacquor. The reenlistment bonus, yes, sir, because you 

can take a man who is waver ing, I mean he doesn’t igs! if he wants 
to go out or he wants to stay. And you can put a set amount of 
money in front of him, say, “If you reenlist it is going to be $800,” to 
a corporal or sergeant 21, 22 years old—$800 right in his hand, that is a 
lot of money. 

And if he is not decided about going out, he will reenlist. 

The provisions of this bill to the people we would like to keep, that 
is our corporals and sergeants of higher IQ’s, and so forth, who hs ive 
enough intelligence to look ahead to see that even though the raise 
they ‘get at the present time in their present rank isn’t overgenerous, 
at least, it keeps going up as they keep increasing in rank. 
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I think it would be a help. I don’t think anyone who has an offer 
of a high-paying job on the outside, I don’t think $27 a month will 
make him change his mind. 

However, the people who are undecided about going out, it would 
help keep them in. 

Mr. Kixpay. Particularly the fact that Congress has shown enough 
interest to say that at the end of certain numbers of years, you are 
going to get a substantial increase. 

Sergeant Jacquor. Yes, sir, that will be very helpful. That step 
increase at those critical periods here. 

Mr. Kixpay. In other words, the step increase in your opinion 
would constitute the real incentive for a man to stay on. 

Sergeant Jacquor. Yes, sir. 

Mr. Kizpay. The fact that he will be getting ahead, look forward, as 
you already are, a master sergeant at the end of 20, retirement then if 
he wants it, at half pay, or retirement at the end of 30 if he preferred 
to stay on, at three-fourths pay. 

Sergeant Jacquor. Yes, sir. 

Mr. Kitpay. And at the same time, he is doing well enough that he 
could take care of his family as he goes along. 

Seargeant Jacquor. Yes, sir. 

Mr. Kirpay. Mr. Blandford, this is your service. 

Mr. BuanpForp. Yes, sir. 

Mr. Miter. Didn’t you notice the stars in his eyes, didn’t you see 
them sparkling ? 

Mr. Buanprorp. I won’t embarrass the sergeant by asking him to 
relate where he was between 1939 and 1945. It is sufficient that he 
was out of the country. 

I just hope he had the privilege of serving with the First Marine 
Division. 

Sergeant Jacquor. He did. 

Mr. Mitter. Now, you are in, Sergeant. 

Mr. Witson. That is all. 

| Laughter. | 

Mr. BianprorD. Have you looked over these new warrant-officer pay 
scales in this proposed bill ? 

Sergeant Jacquor. In the Marine Corps, our warrant-officer pro- 
gram, as far as I am concerned, is practically dead. We don’t have 
very much to look forward to as far as warrant is concerned. 

Mr. Bianprorp. You mean because there are not enough openings ? 

Sergeant Jacquor. We are not making that many warrants. I don’t 
believe we have made any warrants—we have made one group of 
warrants in 2 or 3 years. 

Mr. Bianprorp. That is because so many of your temporary officers 
are moving back into these grades. 

Sergeant Jacquor. When they revert temporaries, which a great 
percent of our officers are now, who were commissioned from master 
sergeant, many of them qualify as warrants, although we are not 
reverting. 

Mr. Buanvrorp. That is right. That may account for it. But if this 
program should open up again, and the Marine Corps has completed a 
rather extensive study on the warrant-officer structure, they have re- 
duced of course the number of classifications calling for warrant jobs— 
isn’t that correct, Major Stockman ? 
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Major Stockman. That is correct. 

Mr. Bianprorp. But when they reopen the warrant officer program 
I would think there would be more opportunity in the future for 
individuals to go on to warrant officers. Do you think that that 
possibly would entice you, if you had an opportunity to become a 

yarrant officer to stay beyond 20 years, or have you more or less made 
up your mind that you want to take your half pay and go into some 
other field? 

Sergeant Jacquor. No, sir, I would like to, and have had the am- 
bition to, be commissioned or warrant, however, I believe that at the 
present time a master sergeant, we are almost stagnated now. We 
make master sergeant in the Marines and that is it. 

So you make master with 12 to 14 years, you have nothing to look 
forward to but master sergeant. 

Mr. Bianprorp. That 1s why these basic pay increments are in this 
pay bill that we propose here, may appeal to a lot of people to 
continue on. 

Sergeant Jacquor. Up to 22 and 26. 

Mr. Buanprorp. Yes, that is right. 

Sergeant Jacquor. The last 4 years a man from 26 to 30, when he 
has actually reached the peak of his knowledge and supposedly his 
most value to the service, there is no incentive to stay the last 4 years. 

Mr. Bianprorp. There is no increment beyond 26. 

Sergeant Jacquor. No, sir. 

Mr. Bianprorp. But at that point of course he has a very definite 
investment in retirement, the other 4 years are going to make a 
difference of 10-percent retired pay. 

Sergeant Jacquor. Yes, sir. 

Mr. Buanprorp. So that plays an important part in his thinking, 
I am sure. 

We have a dislocation allowance in this bill which amounts to a 
month’s quarters allowance, and you have five dependents, I imagine, 
that would be of some interest to you ? 

Sergeant Jacquor. Very much, sir, yes, sir, because whenever I 
move now I have to put the wife and four children in the car and 
find a new place to stay until I can either buy or rent a house. 

Mr. Bianprorp. Have you ever attempted to keep track of how 
much it actually costs you out of your own pocket ? 

Sergeant Jacquor. My bank account ie very well on that score. 

Mr. BLaNpForp. You mean you don’t have any bank account? 

Sergeant Jacquor. No. My last duty station before coming to 
headquarters was Paris Island, with the recruit battalion. We had 
quarters on the base, and during that period my wife worked and we 
saved a little money. So then when I came up here we spent what 
little money we had saved. Without counting the cost of the house, 
but in leaving our quarters and until we—we lived in a tourist court 
for 2 weeks, buying meals 3 times a day for ourselves, and the children, 
it cost me right around $500, all expenses. 

Mr. Bianprorp. To make that permanent change of station. 

Sergeant Jacquor. Yes, sir. 

Mr. Buianprorp. At one time, Captain Martineau stated to the sub- 
committee that three moves in the service is equivalent to one good 
fire. Would you concur in that? 
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Sergeant Jacquor. I will buy that, yes, sir. 

Mr. BuanpFrorp. I know that when I moved back to my home after 
I left the Marine Corps that I literally shook a radio out of a packing 
barrel and even the tubes were broken, which is a hard thing to do. 
Have you had any experience with breakage in moving ? 

Sergeant Jacquor. I have had, not breakage as much as just general 
deterioration, scratching and so forth. Actually, there is no way you 
can prevent that. 

Mr. Bianprorp. Actually, the cost to you really comes in paying the 
out-of-pocket expenses between duty stations, that is the cost of 
motels, and food and all that sort of thing. 

Sergeant Jacquor. Yes, sir. 

Well, for instance, when they packed my furniture, from Parris 
Island we came up here and moved in, the van came by way of Norfolk 
and several other stops, it didn’t get here for 2 weeks with our furniture 
and household goods. 

Mr. Bianprorp. So you had to go into a motel for that time? 

Sergeant Jacquot. Yes, sir, and to feed that crew of mine in a 
restaurant 3 or 4 times a day why —— 

(Laughter. ) 

Mr. Bianprorp. I have no further questions. 

All boys, Sergeant ? 

Sergeant Jacquor. One girl. 

Mr. Kiipay. Those boys eat you out of house and home. 

Mr. MILER? 

Mr. Mixer. No questions. 

Mr. Kitpay. Mr. Wilson, Mr. Bennett, Mr. Huddleston ? 

(No response. ) 

Thank you, Sergeant. Weappreciate your coming. 

Lieutenant Colonel Suttoway. 

Come around, Colonel, have a seat. 

Colonel Suttoway. Good morning, sir. 

Mr. Kitpay. Have a seat. 

Mr. Bianprorp. Your name? 

Colonel Suttoway. Alexander Mark Sulloway, lieutenant colonel, 
my position is chief of the Airmen’s Division, Headquarters Tactical 
Air Command, Langley Air Force Base, Va. 

Mr. Buanprorp. Chief of what, Colonel ? 

Colonel Sutiroway. Airmen’s Division, Headquarters Tactical Air 
Command, Langley Air Force Base, Va. 

Mr. Buianprorp. Now, Colonel, I presume that your job brings you 
in constant contact with airmen at Langley Field? 

Colonel Suttoway. Yes, sir. 

Mr. Buanprorp. Do you have the assignment of trying to talk people 
into staying in the Air Force? 

Colonel Sutitoway. Yes, sir, that is one of my four jobs. 

Mr. Buanprorp. How successful are you in your job? 

Colonel Suttoway. May I refer to some statistics ? 

Mr. Buanprorb. Yes, that is what I would like to have. 

Colonel Suttoway. We have been experiencing a constant drop in 
reenlistments since last year. Our average for last year was 29.4 
percent. For the month of December, the reenlistment rate for Tac- 
tical Air Command was 13 percent. For the month of January, it is 
up to 20 percent. 
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Average has run, approximately, cumulative average runs about 17 
percent. 

You might ask me about the impact on the reenlistment bonus; 
during the months of July and August our enlistment rate jumped 
from approximately 25 or 27 percent to, I believe, 43 percent for the 
month of July, 42 percent, for the month of August. 

Mr. ArenDs. Why the 7 sgeerept ap in January ? 

Colonel Suttoway. Sir? 

Mr. Arenps. Why the 7 percent jump in January ? 

Colonel Sutroway. Trying to beat the end of the GI bill, sir. 

Mr. Bianprorp. Plus Christmas bills that came in. 

Colonel SutLoway. Right. 

Mr. Branprorp. January i is usually a good reenlistment and orig- 
inal enlistment month, is it not? 

Colonel Sutioway. Yes, it is. 

Mr. Bianprorp. You have a large number of people who enlist 
in the service in January, waiting until after Christmas before they 
enlist in the service and since they are volunteers you normally would 
have a large reenlistment rate in January since those enlistments 
would be terminating in January of every 3 or 4 years. 

Colonel Suttoway. Yes, sir. 

Mr. Bianprorp. Is that not true also of the month of July, right 
after the boys finish high school, your original enlistments go up in 
the month of July and therefore, the reenlist rate in July is normally 
higher than it would be in any other month ? 

Colonel Svuiioway. Yes, sir, it is, it is a series of peaks of salary, 
our high month is normally October, and you will find just at the end 
of school, June is a very poor month. 

Mr. Brianprorp. That is when the boys want to go south for the 
winter ? 

Colonel Sctroway. That is right. 

Mr. BiaNprorp. Now, I am sure that you have had some infor- 
mation on this proposed pay increase, and that you have been able 
to discuss it with people who are coming in to you, to discuss whether 
or not they are going to reenlist. What is your impression as to 
what. effect this proposed bill will have upon the minds of those 
young men whose enlistments are about to expire? 

Colonel Suttoway. That satisfies one of the basic and primary 
needs which is security. To use some statistics, if you will bear with 
me just a moment, from the 1st of December until the 1st of July in 
Tactical Air Command we would lose 9,200 people. 

Of those 9,200 people, two thirds, a little better than 6,000 are go- 
ing to get out, who are staff sergeants, airmen first class, or buck 
sergeants. Most of these people are married and have at least one 
child, second one on the way. They cannot break even with the 
amount of money that they are making. 

So that either the wife has to work or the man has to work on an 
additional job to break even. In that category most of the boys 
will earn approximately from their salaries and allowances a little 
better than $200. 

Primarily on the first enlistment. They pay $75 for quarters to 
rent, $25 for utilities, that leaves them $100 to feed three people, t take 
care of medical expenses, dental expenses, clothes, clothing, inci- 
dentals, they can’t break even. 
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Mr. Buanprorp. What do you think that this bill, while not of 
course, as adequate as people would like it to be that are in the service, 
naturally, everybody would like a little more, do you think that this 
will go a long way toward inducing some of these people to stay in 
the service ¢ 

Colonel Sutitoway. I don’t think it will go a long way. I think 
it will go part way. 

Mr. Buanprorp. Let us say, coupled with the dislocation allow- 
ance, increase in per diem, and the career points that are touched in 
this bill, in the increments, that go on even though people are not 
promoted, do you think that that, together, will have any noticeable 
impact on your reenlistment rate ? 

Colonel Suttoway. Yes, I think, the survey we just completed in- 
dicated with the career bill, compensation and so on, there has been 
11.7 percent, approximately, indicated that they would reenlist who 
had 6 months before indicated that would not reenlist. So I envis- 
age approximately 11 or 12 percent increase in our reenlistment rate. 

Mr. Buanprorp. Do you envision that this Career Compensation Act 
is the second step in a whole philosophy of making the service more 
attractive and reducing this fantastic turnover, the first was the reen- 
listment bonus, now we have the Career Incentive Act, then follow 
the medical problem. 

Colonel Suttoway. I envisage it as a whole package deal. 

You have got to—pay is one thing. The man is looking at a lot of 
different things that go to make up his security. 

Pay is one, housing is another, medical and dental care is a third, 
and I don’t care how you choose to describe it, this all borders on one 
thing to him. Security. 

Mr. Buanprorp. That is right. Thank you very much, Colonel. 

Mr. Kitpay. Any questions ? 

Mr. Miter. Colonel, have you ever gathered any statistics as to the 
number of wives of enlisted personnel who work? 

Colonel Suttoway. I haven’t gathered, but I had an opportunity 
to talk to 10 boys who were getting out. This was about 4 weeks ago. 
And of the 10 who were getting out 7 had wives who were working, 

1 wife was pregnant, and the other didn’t choose to work. 

Mr. Miter. But you have never tried to gather any statistics on 
the necessity for supplementing the income? Some years ago, the 
reason I asked that, when I was on the Post Office Committee, I got 
the postal workers to answer in one section, to answer a questionnaire. 
We got a very good response from them. We found out that over 
25 percent of them had to have working wives, an additional—little 
greater than 25 percent, about 55 percent altogether, had to hold down 
other jobs in order to supplement their income. I was just wondering 
whether you in your capacity had ever made any analysis of that 
type; if you did we would like to have your thinking on it. 

Colonel SutLoway. Not to my knowledge. Just from personal 
experience, I would say that the percentage of people, that either 
the husband works on another job, or the wife is working, will run 
between 25 and 50 percent. 

Mr. Minter. That is a rather sad commentary, isn’t it? 

Colonel SuLttoway. Yes, it is. 

Mr. AnEuns. Is that because of necessity, or because some of them 
want to! 
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Colonel SuLttoway. It is a combination of both, sir. 

Mr. Arenps. That is right. 

Mr. Miter. What percentage would you say as to necessity, and 
to supplement the income? I can look at these fellows down here 
with four children and I just don’t see how they make it. 

Colonel Suttoway. Well, let me try to answer your question this 
way : over 55 percent of my people are in the grade of buck sergeant, 
or staff sergeant, they are married, with two dependents. 

And we will say that a majority of these are on their first enlistment 
earning somewhere between $200 and $225 a month, and I will leave 
the conclusion up to you gentlemen. I think it is a necessity. 

Mr. Mitter. I think it is a necessity, too. 

Mr. Kivoay. Anything further ? 

(No response.) 

Mr. Kitpay. Do you have anything further, Mr. Blandford ? 

Mr. BLaNprorp. No, sir. 

Mr. Kitpay. Thank you, Colonel, for coming up. 

This concludes the witnesses we have for this morning. I think 
you know we hoped to be able to report the bill this morning, take it 
up in full committee on Tuesday. If we can get a rule on Wednesday, 
bring it up in the House on Thursday of next week. So we will now 
go into executive session. 

Admiral Grenfell ? 

Admiral GrenreLt. Mr. Chairman, on behalf of the Department 
of Defense, and as Chairman of the Inter-Service Committee, I want 
to take this opportunity to thank you and your committee for your 
cooperation, that you have given my Committee, the patience you have 

ut with trying to understand this rather complex complicated prob- 
em that we do have, and to let you know we do appreciate it very 
much indeed. 

At the same time, I would also like to thank Mr. Blandford for his 
cooperation and guidance, particularly to me, who, for the first time, 
am up here as Chairman of one of these committees. 

Mr. Kitpay. We thank you, Admiral. 

Your Committee was most helpful in working out these scales and 
in presenting them to us. We had a very fine presentation and it was 
in an understandable way of a subject that we have always found 
very difficult to have presented. 

It was presented very well. 

Admiral Grenre.i. I hope we did, sir, thank you. 

Mr. Kitpay. Thank you. 

(Whereupon, at 11:40 a. m., the committee entered into executive 
session ). 
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[No. 7] 
SUBCOMMITTEE HEARING ON H. R. 2121 AND H. R. 3761 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SurcoMMiItTtTeeE No. 3, 
Washington, D. C., Thursday, February 24, 1956. 

The subcommittee met at 10:15 a. m., the Honorable Carl T. 
Durham (chairman of the subcommittee) presiding. 

Mr. Durnam. The committee will come to order. 

The committee has before it H. R. 2121, a bill to provide for the 
relief of certain members of the Armed Forces who were required 
to pay certain transportation charges covering shipment of their 
household goods and personal effects upon return from overseas, and 
for other purposes. 

(H. R. 2121 follows: ) 


[H. R. 2121, 84th Cong., 1st sess.] 


A BILL To provide for the relief of certain members of the Armed Forces who were 
required to pay certain transportation charges covering shipment of their household 
goods and personal effects upon return from overseas, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That any member of the Armed 
Forces who was transferred to a duty station outside the continental United 
State or in Alaska under orders which relieved him from a duty station within 
the United States before July 10, 1952, and who— 

(1) was transferred to any one or more other duty stations outside the 
continental United States or in Alaska after July 9, 1952, and before his 
transfer back to the United States; or 

(2) was transferred back to the United States under orders which 
relieved him from a duty station outside the continental United States or in 
Alaska after July 9, 1952, and before July 1, 1953, 

is entitled, for each of those transfers, to transportation, packing, crating, 
temporary storage, drayage, and unpacking of his household goods and personal 
effects without regard to the weight limitations of section 632 of the Depart- 
ment of Defense Appropriation Act, 1953 (66 Stat. 537). Any member who 
has made a repayment to the United States because the net weight of his 
household goods and personal effects in such transfer or transfers exceeded the 
weight of limitations of section 682 may be paid the amount involved, if other- 
wise proper. 

Sec. 2. The Comptroller General of the United States, or his designee, shall 
relieve disbursing officers, including special disbursing agents, of the Armed 
Forces from accountability or responsibility for any payments relating to ship- 
ments described in this Act. and shall allow credits in the settlement of the 
accounts of those officers or agents for payments which appear to be free from 
fraud and collusion. 

Sec. 3. Any appropriations available to the military department concerned 
for the pay and allowances of military personnel are available for payments 
under this Act without regard to any weight limitations upon the shipment of 
household goods and personal effects which may be contained in the appropri- 
ation Act concerned. 


Mr. Duruam. Colonel, you may proceed. 
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STATEMENT OF LT. COL. LOUIS M. JARCHO, DEPARTMENT OF THE 
AIR FORCE REPRESENTATIVE 


Lieutenant Colonel Jarcno. Mr. Chairman, I am Lt. Col. Louis M. 
Jarcho, Directorate of Personnel Planning, USAF. The Depart- 
ment of the Air Force has been designated by the Office of the Secre- 
tary of Defense as the representative of the Department of Defense 
for the bill which you are now considering. I have been designated 
to appear before you on behalf of the Department of Defense. 

Weight limitations on shipments of household goods as embodied 
in joint travel regulations were established pursuant to the Career 
Compensation Act of 1949. 

These weight limitations were further limited by the Appropria- 
tion Acts of 1953 and 1954. Section 632 of the Department of De- 
fense Appropriation Act of 1953—Public Law 488, 82d Congress— 
limited packing, crating, and shipment of household goods at Govern- 
ment expense for any one shipment to no more than 9,000 pounds. 

Section 629, Department of Defense Appropriation Act of 1954— 
Public Law 179, 83d Congress—provided relief from the weight limi- 
tation reduction for those persons returning from overseas who were 
ordered overseas prior to July 10, 1952, and who returned from over- 
seas after July 1, 1953. 

The relief afforded, while appropriate, was not sufficiently em- 
bracive in that it did not cover personnel who shipped overseas prior 
to July 10, 1952, but who returned prior to July 1, 1953. As they 
did not qualify for the relief, they had to pay the excess costs from 
their own funds. It is particularly difficult to mark a distinction 
between the two classes of personnel, that is, between those who were 
afforded relief and those who were not. 

Personnel who have not been afforded relief and were required to 
pay an overcharge on the return shipment had, in good faith, shipped 
their household goods to the overseas theater in accordance with joint 
travel regulations then in effect. In some cases personnel for whom 
relief is sought are members of the Reserve who were recalled to 
active duty, had their household goods shipped at Government ex- 
pense, and have since been called upon to defray part of the cost 
of the return shipment when being returned to an inactive duty 
status. 

Actions of this nature lend support to the charge that the services 
are constantly changing the conditions of service from those in effect 
at the time military personnel came on active duty. 

This proposal covers only personnel in grades of major, lieutenant 
commander and above, since it is only such personnel who are per- 
mitted, under the joint travel regulations, to ship in excess of 9,000 
pounds. 

It should be noted that the Congress, in the current appropriation 
act, saw fit to raise the 9,000-pound limitation to 11,000 pounds for 
purposes of current shipments. 

The total cost of enactment of this proposal for all services is so 
small that these amounts can be absorbed within funds appropriated 
for fiscal year 1956. The Air Force, on behalf of the Department of 
Defense, strongly recommends enactment of this legislation. 
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Mr. Duruam. Colonel, is the present limitation now 11,000 pounds, 
in the appropriation bill ? 

Lieutenant Colonel Jarcuo. Yes, sir. 

Mr. Durnam. Did this come about—was there any record kept as 
to how much an individual shipped overseas and as to how much he 
brought back from overseas? It didn’t create a circumstance where a 
man shipped over 9,000 pounds and then had more than 9,000 pounds 
in shipping it back? Was that the circumstances in treating this? 

Liteutenant Colonel JarcHo. No; we did not keep a record of what 
the man shipped over and what the man brought back because the 
joint travel regulation provided that he, within weight limitations, 
could carry either way, the poundage authorized in his grade. 

Mr. Keiiener. That did not create the problem ? 

Lieutenant Colonel Jarcuo. That did not create the problem; no, 
sir. 

Mr. Duruam. I thought that question might be asked because of 
acquiring good while he was overseas, instead of shipping it over when 
he first was assigned: overseas. 

Tieutenant Colonel Jarcro. No, sir; that is not the case at all. 

Mr. Durnam. What is the total cost ? 

Lieutenant Colonel Jarcuo. The total cost is $68,500 and possibly 
less. The maximum that we see right now for all 4 services is $68,500. 

Mr. Durnam. That includes the whole problem ? 

Lieutenant Colonel Jarcuo. Yes, sir. 

Mr. Bennett. I was a little curious about this bill because, as I 
understood it, there was a need to be met in the services generally with 
regard to the transportation of household goods. I have hi id many 
letters on the subject but it never occurred to me that the bill brought 
in by the Department of Defense would apply to only majors and 
above. In other words, I can’t see any great morale solution as a 
result of taking care of ‘aks majors and above because I am sure that 
the majority of the letters whee I have received have not been for 
majors and above. 

Lieutenant Colonel Jarcuo. I don’t know what letters you received, 
Mr. Bennett, but the inequity was suffered in this particular case 
because the weight limitations were set by the joint travel regulations, 
a copy of which Mr. Kelleher has in his’ possession. The joint travel 
regulations are the result of the authorization for such within the 
Career Compensation Act, whereby the Secretary is authorized to 
sét the weight limitaions. After an interservice study this is what 
the Department of Defense came up with, and this has been in effect 
since 1949. 

Now, your letters—I don’t know what the nature of the complaints 
are, Mr. Bennett. 

Mr. Bennett. Probably the most irritating thing members of the 
armed services have, other than having low pay, is the question of 
being transferred and having all the heartbreak and dollars and cents 
involved. We Members in C ongress are very familiar with the heart- 
break of moving your per sonal goods twice a year and the expense 
involved in it and it is something very close to our heart and to our 
own understanding. Maybe the answer to the question which I raise 
might be that there is some other program which the Department of 








S44 


Defense is going to bring forth to try to minimize, by minimizing 
transfers, or by some sort of transfer allowance more helpful to those 
in the lower grades—there may be something else, but I am sure that 
this piece legislation, if enacted by itself, will be irritating to the 
majority in the armed services because they will say, “Characteris- 
tically, the Department of Defense has brought forward something 
to take care of the brass rather than taking care of the masses of 
the people who are mostly irritated by this problem.” Iam not trying 
to be a demagog. 

Lieutenant Colonel JarcHo. Your mention of travel allowance and 
the present Career Incentive Act, which Subcommittee 2 is hear- 
ing, provides for a dislocation allowance where there is a PCS and 
that will be applicable to all. This inequity covers a period of 1 year. 

Mr. Keviener. I might be able to help a little bit on that, Mr. Ben- 
nett. No one under a major could have suffered. The only way one 
of the lower grades could have suffered would be in a circumstance 
where they were allowed to carry more than they are, in fact, now 
allowed to carry. In other words, no one under the grade of major 
could, under the joint travel regulations, carry suflicient poundage to 
be affected at all by the limitations in the appropriation acts. 

Mr. Bennett. I think it is pertinent. I think if a member of 
the Armed Services Committee, ade raised the question which I 
raised in the discussion of the bill, it has an effect on the passage of 
this bill, and I think we should have a very prompt answer on the 
floor and a much more understandable answer than I have yet under- 
stood so that when somebody said, “Well, this is taking care of majors 
and above. How about the rank and file of people who were trying 
to get transfer adjustment in money below that rank?” 

Mr. Durnam. If you don’t mind, let’s read into the record the 
limitations that the regulations cover. 

Mr. Ketiener. For a general and a General of the Army, on a 
permanent change of station, 24,000 pounds; lieutenant general, 18,000 
pounds; major general, 14,500 pounds; brigadier general, 12,000 © 
pounds; colonel, 11,000 pounds; lieutenant colonel, 10,000 pounds; 
major and warrant officer—for the pay grade—9,500 pounds; captain 
and warrant officer third grade, 7,500 pounds; first lieutenant, 7,500 
pounds; second lieutenant, 7,000 pounds; enlisted personnel, E-7, 
6,000; E-6, 5,500; E-5, 5,000; E—-4, with 7 or more years’ service, 4,500 ; 
E-4, with less than 7 years’ service, 3,000; aviation cadet, 400 pounds. 
May I suggest, Mr. Chairman, that this table be inserted in the record 
at this point? 

Mr. DurHam. Without objection. 

(The table referred to is as follows:) 
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Table of weight allowances, service, and grade 

















Tempo- | Perma- 
rary nent 
Army, Air Force, and Navy, Coast Guard, and Public Health yr ol change of 
Marine Corps Coast and Geodetic Survey Service a a -- ant 
allow- allow- 
ance ance 2 
—— ——_—___—_— | ——————— — —_ — —_ 
| Pounds Pounds 
General and general of the Army | Admiral | Sees a ee eye | 32 000 24, 000 
Lieutenant general___..__...__- Vice admiral_ } 1, 500 18, 000 
Major general.....-...------ oa Rear admiral! (upper half) Surgeon General, | 1, 000 14, 500 
Deputy Sur- 
geon General, 
and Assistant 
Surgeon Gen- 
eral (major gen- 
eral grade). 
Brigadier general_...........---- Rear admiral (lower half) | Assistant Surgeon 1, 000 12, 000 
and commodore. General (briga- 
dier general 
grade) 
Oe) STAs meee Captain-__- | Director 800 11, 000 
Lieutenant colonel_- Commander. | Senior grade 800 10, 000 
Major and warrant “officer (W-4 | Lieutenant commander and | Full grade 800 9, 500 
Pay grade). } warrant officer (W-4 pay | 
| grade). | 
Captain and warrant officer | Lieutenant and _ warrant | Senior assistant. _. 600 8, 500 
(W-3 pay grade). | officer (W-3 pay grade). | | 
Ist lieutenant, contrect surgeon | Lieutenant (junior grade) | Assistant } 600 7, 500 
warrant officer (W-2 pay | and w: ur ant officer (W-2 | | 
grade) | pay grade). 
aa lieuten: int, officer graduate of | Ensign, officer graduate of | Junior assistant_- 600 7, 000 
8. N Tilitary Academy, and | U. 8S. Naval Academy, | | 
warrant officer (W-1 pay officer graduate of the 
grade). | Coast Guard Academy, | 
| and ws rrant officer (W “1 | 
| pay grade) | | 
Enliste d anmne | Enlisted pe srsonnel: 
Tbs: E-7_. : 4 | 4100 6, 000 
E-6.. ee ; E-6_. 4100 5, 500 
E-5_ : E-5_- : 400 5, 000 
E-4 (with 7 or more years’ | E+4 (with 7 or more 400 4, 500 
servicer) | years’ service) } 
E-4 (with less than 7 years’ | E-4 (with less than 7 |.....-..--...---.- 400 3, 000 
service). vet irs’ service). 
Aviation cadet__.........-.---- Reins ES sk bic R Ake 400 | 4100 





1 Members of Reserve components of the services concerned, and officers holding temporary com missions 
in the Army and Air Force of the United States are entitled to wei sight allowances for corresponding relative 
grades listed. The weight allowance of an individual is based upon his grade or rating at the time of his 
detachment from the last duty station. 

2 Sec. 722, Department of Defense Appropriation Act, 1955 (Publie Law 458, 83d Cong.), limits members 
of the Army, Navy, Air Force, and Marine Corps in pay grades O-7 and O-8 to a maximum net weight of 
11,000 po'mnds of household goods in any 1 shipment chargeable to funds appropriated in that act, with the 
proviso that such limitations shall not be applicable in the case of members transferred to or serving in 
stations outside the continental United States or in Alaska under orders relieving them from a duty station 
within the United States prior to July 10, 1952, and who are returned to the United States under orders 
relieving them from a duty station beyond the United States or in Alaska on or after July 1, 1953. Unless 
extended by subsequent statutes, the above-quoted statute expires at 2400 on June 30, 1955. 

3 Exception to this limitation may be authorized by the respective Secretaries for the Chiefs of Staff, 
U.S. Air Force and Army, and Chief of Naval Operations in such additional amounts, not exceeding 2,000 
pounds, :s they may consider appropriate. (Effective, July 1, 1954.) 


Mr. Durnam. There is no complaint to your Department from any 
group but this group which is before us, which came about because of 
a misunderstanding ? 

Lieutenant Colonel Jarcno. That is correct. 

Mr. Durnam. These were mostly reserves, I believe. 

Lieutenant Colonel Jarcno. That is correct. 

Mr. Durnam. How did that mistake come about ? 

Lieutenant Colonel Jarcno. Well, I don’t know. We would have 
to go back to the Appropriations Committee. 
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Mr. DurnamM. We understand they could ship more than 9,000 
pounds at one time—these regulations were in existence at the time, 
were they not / 

Lieutenant Colonel Jarcuo. At the time these people shipped these 
regulations were the basis upon which they shipped. As a result, 
let’s take a lieutenant colonel who is authorized 10,000 pounds. Prior 
to July 10, 1952, he shipped out of the country 10,000 pounds. When 
the time came for him to return, he was charged for the difference 
between 9,000 and 10,000 pounds. As a result, Public Law 179 which 
was the following appropriation act, provided that the man who left 
the States prior to July 10, 1952, and came back subsequent to July 1, 
1953, would not be hurt by this limitation. They left out the man in 
the middle. The man who left prior to July 10, 1952, and returned 
prior to July 1, 1953. Why they were not included I don’t know, Mr. 
Chairman. 

Mr. Ketxiener. In other words, the law was passed while they 
were overseas. 

Mr. Durnam. They suffered a cutback of a thousand pounds by the 
appropriation act ? 

Mr. Ketiener. That is correct, sir. 

Mr. Bennett. I think this legislation is meritorious from all I can 
see of it but for the purpose of passing it on the floor you might insert 
somewhere in the record a statement as to the general policy of the 
Department of Defense as to what should be done about the expenses 
of transfers in the future, because if they don’t do it, it may raise a 
feeling on the part of some people that you are just taking care of a 
very narrow field and a very high-ranking field. 

Lieutenant Colonel JarcHo. I think I have heard testimony before 
the committees many times reference the number of transfers, we at all 
times try to keep them down to a minimum and many times it is diffi- 
cult for operational reasons to keep them down to less than we have. 

As far as the PCS moves are concerned, there is a provision in the 
new pay proposal to allow for a month’s dislocation allowance for 
those people subject to a PCS move. 

Mr. Ketiener. About how many people are involved, and what is 
the average payment anticipated ? 

Lieutenant Colonel Jarcuo. The average is about $100, approxi- 
mately. There are 500 people involved in the Army, about 50 people 
in the Air Force, and 130 people in the Navy, for a total cost of $68,500. 
There are just a few involved in the Marine Corps. 

Mr. Doy er. I call your attention, Colonel, to paragraph 2, page 2, 
the last sentence there of which says: 

Actions of this nature lend support to the charge that the services are constantly 
changing the conditions of service from those in effect at the time military 
personnel come on active duty. 

I notice in paragraph 1 you have been designated to appear this 
morning before this subcommittee on behalf of the whole Department 
of Defense. I want to emphasize that I am glad the Department of 
Defense has authorized this statement by you on its behalf because I 
think there is no question, in my 8 years here in Congress, I have been 
familiar with hundreds of cases in my own district in California as 
well as otherwise, where one of the just complaints by the military 
personnel is that the military department does change constantly the 
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terms and conditions under which military personnel have voluntarily 
enlisted or have been drafted. Especially the volunteers. To me, a 
civilian comes to feel that the representations followed by the military 
in order to induce volunteering in the military departments follows a 
sort of a contract or an inducement. I think you people in the military 
have very little justification in substantially changing the terms and 
conditions in the military which have been accepted as part of the 
volunteer contract when the man volunteers. 

I have in mind, Mr. Chairman, what I heard a couple of weeks ago 
in full committee hearings the Secretary of Army, Secretary of Nav v 
and Secretary of Air Force all testifying and filing statements, as I 
recall it, enumerating three factors as to why it was difficult to get 
volunteers and why it was difficult to keep men in the military service. 
Those three factors, Colonel, I want to get in the record, were low pay, 
inadequate housing, and inadequate medical care for dependents. 

I am glad to see this statement because as I see it in connection 
with this bill which I think is very meritorious, I want to join my dis- 
tinguished colleague, Mr. Bennett, and I want to compliment our dis- 
tinguished subcommittee chairman, Mr. Durham, for filing it, it might 
make some percentage of the draft less necessary than it appears now to 
be. If the military department would go a lot further in making 
it as unfactual as possible, that these three factors exist. That I think 
this is one of the fringe benefits that the military should not change 
and should emphasize more, adequate housing, decent pay and decent 
care for military dependents medically. 

Mr. Chairman, I think it might be appropriate for me to make this 
remark at this point. 

The Secretary of the Navy said the ceiling on medical care was 6 
point something per thousand and he said they were trying to raise it, 
that he recognized the shortage of beds. Lo and behold, : a few days 
later I found the Navy Department was only using half of its ceiling. 
In other words, they only had 3 point something medical care per 
thousand men in the Navy, w havens they were allowed 6 point some- 
thing. I was pretty well disgusted and surprised and I still am. I 
think that is one of the three factors that would make the draft at least 
somewhat less necessary. I strongly believe in a volunteer Defense 
Department for my country as far as possible. 

Mr. Motionan. Mr. Chairman, I have a question which might give 
me some enlightenment on this bill. 

Colonel, we have here an amount of 24,000 pounds for generals of 
the Army; could you translate that into space necessary to ship it? 
Does it take a whole boxcar? I know a boxcar of -coal is about 55 
tons, or rather a car of coal is approximately 50 tons. Of course, 
this is much more bulky. When we talk about 24,000 pounds of 
furniture we are talking about a lot of furniture. 

Lieutenant Colonel Jarcno. I am sorry I can’t make that transla- 
tion, but I would like to emphasize this: In dealing with this real- 
istically, the period of time that this legislation covers, that 1 year, 
I don’t see too many four-star generals being transferred at that time, 
with 24,000 pounds. 

Mr. Morionan. The question I ask you doesn’t deal necessarily 
with this legislation at all. You say the amount allowed to a general 
is 24,000, a lieutenant general, 18,000, and so on down the line. 
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I moved here 2 years ago and we have 614 rooms of furniture and 
as I recall it there was only about 5,500 pounds involved. That was 
a moving-van load. Maybe it was 6,500 pounds, but when I relate 
that to 24,000 pounds, and I would say possibly 4 truckloads of fur- 
niture are involved, that is a lot of furniture. 

Lieutenant Colonel Jarcuo. I agree with you, it is a lot of furni- 
ture. 

Mr. Motionan. I know there is a lot of movement between here and 
Germany. What would be the cost of moving 24,000 pounds of fur- 
niture from here to Germany 

Lieutenant Colonel Jarcno. I don’t know, Mr. Mollohan. 

Mr. Motionan. I would be very much interested in know ing what 
that would be and I also would like to know how much space “would 
be occupied with 24,000 pounds of furniture. 

Mr. Ke_itenrer. Would you provide both of those for the record, 
Colonel, please ? 

Lieutenant Colonel Jarcuo. Yes, sir. 

(The information requested follows :) 


EXPENSES INVOLVED IN THE SHIPMENT OF HOUSEHOLD Goops FrRoM New YorK TO 
BREMERHAVEN, GERMANY 


1. Formula of costs for shipment: 

(a) Port handling charge, New York, $4.95 per measurement-ton. 

(b) Ocean handling charge, New York to Bremerhaven, $15.80 per measure- 
ment-ton. 

(c) Port handling charge - Bremerhs Aven, $2 per measurement-ton. 

(d) 2,240 pounds of houst hol d goods are equal to 5 measurement-tons. 

(ec) 7 pounds of household goods are equal to one cubic foot. 

(f) Using above formula, the cost of shipping 24,000 pounds of household 
goods from New York to Bremerhaven would be $1,220. 

(g) Using the formula of (e) above, 24,000 pounds of household goods would 
occupy 3,428 eubie feet of space. The standard 40 foot freight car of the Balti- 
more & Ohio Railroad has a capacity of 3,750 eubic feet. The standard 35-foot 
trailer truck used by Allied Van Lines for long-distance moving has 2,300 cubic 
feet capacity. 

(h) Section 722, Public Law 458, 83d Congress, does not allow expenditure of 
appropriated funds for the shipment of over 11,000 pounds of household goods 
in any single shipment. Althouch Joint Travel Regulations authorize a maxi- 
mum shipment of 24,000 pounds, the statutory limitation of Public Law 458 
would not allow shipment of over 11,000 pounds by any individual regardless of 
rank. 


Mr. Moiionan. It seems to me this is a considerable amount of 
weight. 

Lieutenant Colonel Jarcno. The period between July 10, 1952, and 
July 1, 1953, knowing how many four-star generals ‘there were on 
active duty at that time, I don’t think too many moved. 

Mr. Mottonan. There is no objection to this bill on my part. I 
am in agreement with it and I think all of us are. 

Lieutenant Colonel Jarcno. We can get you that information if 
you so desire. 

Mr. Kexiiener. Mr. Mollohan, one point which relates to your 
question, in shipping by ship 24,000 pounds of furniture, you w ould 
have to multiply that times five for tonnage capacity in the hold of a 
ship, because of its bulkiness. The factor of five is always used, so 
it would be a great deal of space, five times the pounds that are 
indicated there. In other words, a 10,000 pound ship if loaded with 
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wheat or oil, will hold approximately 10,000 pounds as a pay load, 
but if you ship furniture you would get only one-fifth of that. 

Mr. Moiionan. In space, you mean ? 

Mr. Ketiener. That is right. 

Mr. Mottonan. I was thinking it might be cheaper for the Govern- 
ment to buy a General of the Army a complete new house rather than 
pay the shipping costs. 

That is all I have. 

Mr. Coie. What opinion, if any, has been obtained from the Comp- 
troller General with respect to directing him to relieve the disbursing 
officer of responsibilities ? 

Mr. Ketiener. He furnished the Senate a report last year, Mr. 
Cole, favoring an identical bill. He has not repeated it this year but 
probably he has not been requested to do so this year. 

Lieutenant Colonel Jarcuo. That is correct. 

Mr. Duruam. There would be no new money involved in this? 

Lieutenant Colonel Jarcuo. There will be no money. It will be 
absorbed through the resources we have now. 

Mr. Cote. Why is it necessary for the Comptroller General to re- 
lieve disbursing officers? If this bill becomes law, that is the law. 

Perhaps you couldn’t answer that and perhaps Mr. Kelleher should 
answer it. Why is section 2 necessary? That is my question. 

Lieutenant Colonel JarcHo. I have been advised that it is aimed 
at those collections which have not been effected as yet, but for which 
the disbursing officer is responsible, 

Mr. Keviener. Do you understand that, Mr. Cole? 

Mr. Coxe. I do not. 

Mr. KerLLEHErR. Some payments of money have been improperly 
made by disbursing officers. The Comptroller General on the basis 
of that language can relieve the disbursing oflicer an account of those 
payments. 


Mr. Coz. The same thing can be accomplished without section 2, 
can it not? 


Mr. Ketiener. It would seem as though it could be, as a matter of 
fact. 


(Further information on this question is as follows :) 
NEED FOR SECTION 2, H. R. 2121, 84rH ConcGRESsS 


1. The necessity for section 2, H. R. 2121, S. 796, 84th Congress is that legal 
authority is necessary to grant relief to a disbursing officer for payments which 
the General Accounting Office considers clearly illegal and has, therefore, dis- 
allowed. 

(a) A disallowance is made in general upon the theory that the disbursement 
in question is without authority of law and does not entitle the finance officer to 
credit. It, therefore, definitely denies credit for the disbursement and holds 
the finance officer responsible to the United States for the return of the money 
so paid out. 

(6) Ordinarily the finance officer will look to payee for the return of the 
money, but in those cases where the payee does not refund the money involved 
in the disallowance, the finance officer himself can be required to make pay- 
ment out of his personal funds. 

(c) The inclusion of section 2 is the legal action necessary to cover payments 
already made by the finance officer. 


Mr. Price. Mr. Chairman, I move the bill be reported to the full 
committee. 
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Mr. Durnam. Without objection H. R. 2121 is reported favorably 
to the committee. 

The Subcommittee now has before it H. R. 3761, a bill to promote 
the national defense by authorizing the construction of-aeronautical 
research facilities by the Nationst Advisory Committee for Aero- 
nautics. 

Without objection, H. R. 3761 will appear in the record at this 
point. 


(H. R. 3761 follows :) 


[H. R. 3761, 84th Cong., 1st sess.] 


A BILL To promote the national defense by authorizing the construction of aeronautical 
research facilities by the National Advisory Committee for Aeronautics 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That pursuant to subsection (b) of section 1 
of Public Law 672, approved August 8, 1950 (50 U. S. C. 151b), the National 
Advisory Committee for Aeronautics is authorized to undertake additional con- 
struction, to acquire land, and to purchase and install additional equipment 
in the following location: 

Lewis Flight Propulsion Laboratory, Cleveland, Ohio: Component research 
facility for nuclear propulsion, and acquisition of not to exceed five hundred 
acres of land, $4,850,000. 

Sec. 2. There is hereby authorized to be appropriated not to exceed $4,850,000 
to accomplish the purposes of this Act. 


Mr. Durnam. Whois here this morning from NACA ? 


STATEMENT OF HON. CHARLES A. VANIK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Vani. In connection with the bill reported out by your com- 
mittee yesterday, I notice that the research facility for nuclear propul- 
sion at the Lewis Flight Propulsion Laboratory at Cleveland was 
stricken from the bill and I noticed that acquisition of land for the 
Lewis Flight Propulsion Laboratory was also stricken from the bill. 
It was my further understanding on the floor after my conference with 
the chairman, that the component research facility for nuclear propul- 
sion at the Lewis Flight Propulsion Laboratory would be the subject 
of another bill, this present bill which is receiving your committee’s 
consideration. I am here to urge at this time that the measure pro- 
viding for the component research facility for nuclear propulsion at 
the Lewis Laboratory, provide for the acquisition of not less than the 
500 acres of land and such other acreage as may be required in the 
foreseeable future, to provide for the future development of the 
laboratory. 

At the present time much of the desired land is open and owned by 
the city of Cleveland and could probably be acquired by the Federal 
Government at a minimum expense without seriously impairing the 
facilities of the Cleveland Airport. If the land is necessary beyond 
that, owned at the present time by the city of Cleveland, it is unde- 
veloped land and could be acquired at a lesser price than if it should 
become developed. 

As is true in other metropolitan communities, the vacant land in and 
about the Cleveland Airport and the Lewis Flight Propulsion Labora- 
tory is rapidly being taken up for residential purposes and it would be 
indeed unfortunate if the laboratory were to be halted in its expansion 




















841 


efforts at some future date because of the unavailability of suitable land 
area. It would be equally unfortunate for the city of Cleveland if 
the land requirements of the laboratory would be in some way in dia- 
metric or direct conflict with the operational needs of the Cleveland 
Airport. 

Perhaps most important of all, the additional land in my opinion 
might be required for safety factors involved. We want the nuclear 
propulsion facilities surrounded by sufficient land, adequate land, to 
guarantee the safety of people outside of the area of the laboratory 
from unnecessary hazards. 

I therefore urge that the component research facility for nuclear 
propulsion be promptly authorized for the laboratory ; that this meas- 
ure at the same time provide for 500 acres or more—whatever is re- 
quired, to guarantee the safety, the safety of the public, in and about 
the facility, and that the land acquired be sufficient to insure that 
future needs will be taken care of with respect to the proper and 
necessary development of the laboratory. 

Mr. Duruam. If this land contiguous with the present land owned 
by the NACA Lewis Laboratory there? 

Mr. Vani. I might be contiguous. 

Mr. Durnam. It would be adjoining? 

Mr. Vantx. Adjoining. Connecting. 

Mr. DurHam. Does the city own all that land, the 500 acres ¢ 

Mr. Vanik. I am unable to answer that at this time. I am able to 
state fully the present holdings of NACA. 

Mr. Durnam. That was one reason why the committee felt it was 
necessary to go into this a little further because of the fact that 500 
acres of land for just a reactor sounded a little bit out of line. Here- 
tofore we have built reactors, and large ones, on a good deal less land 
than that. That was one reason. 

If that land is also in the picture for future development of Lewis 
Laboratory, that puts on it a different point of view in my mind. I 
understand from your statement that you feel it is necessary for future 
expansion ¢ 

Mr. Vanik. I speak only of future potential needs of the laboratory. 
I think people here in behalf of the laboratory can better testify as 
to the plans for expansion. I merely stated th: at I hope enough of the 
land is set aside at this time, while it is undeveloped, while it is open, 
so that future needs can be anticipated and so that the development of 
the laboratory is not halted at some future date because of the land 
not being available. 

Mr. Duruam. The whole thing was a little nebulous since there was 
nothing mentioned about anything to be designed in the future. The 
matter of safety didn’t come up, as to whether there would be any 
hazard or not in the development of this facility. That is a factor in 
some of them, of course. We have no indications that a research re- 
actor would have any hazards connected with it. 

Mr. Price, have you any questions? 

Mr. Price. I have no questions. I just want to state that, after 
hearing the gentleman from Cleveland, I can see the importance of the 
land acquisition at this time. I am hopeful that this committee will 
restore that provision to the bill. I think it would be tragic if we 
didn’t make plans for the future development of this laboratory. 
Maybe the representative of NACA can point out if the land is needed 
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immediately, without even looking toward the future. It may be 
needed for the reactor development itself. I appreciate having the 
testimony from the gentleman from Ohio. 

Is the laboratory in your district, Mr. Vanik ¢ 

Mr. Vanux. It is not in my district but a great many people in my 
district are involved out there and it concerns, of course, the entire 
city of Cleveland. 

Mr. Price. You are familiar with the setup in the surrounding area 
and the land available? 

Mr. Vantx. The land area is shrinking very rapidly. 

Mr. Duruam. Thank you very much, Mr. Vanik. We appreciate 
your testimony. 


STATEMENTS OF JOHN W. CROWLEY, JR., ASSOCIATE DIRECTOR, 
NACA; RALPH E. ULMER, BUDGET OFFICER, NACA; ADDISON M. 
ROTHROCK, ASSISTANT DIRECTOR, NACA; BRIG. GEN. DONALD J. 
KEIRN, CHIEF, OFFICE FOR AIRCRAFT NUCLEAR PROPULSION, 
USAF, AND CHIEF, AIRCRAFT REACTOR BRANCH, DIVISION OF 
REACTOR DEVELOPMENT, UNITED STATES ATOMIC ENERGY 
COMMISSION 


Mr. Crow.iey. You will recall, 1 am sure, that in connection with 
the House bill, H. R. 2851, on February 7, 1955, Dr. Dryden, who is our 
Director and who, unfortunately, is out of. the city today, testified on 
the needs of the NACA for a component research facility for nuclear 
propulsion at the Lewis Laboratory, at a cost of $4,850,000. Subse- 
quently, that item was removed from House bill 2581, and is now before 
us as House bill 3761. Dr. Dryden discussed the need to do work in 
this field very completely. I would like to describe the facility 
briefly and its use for research in connection with increasing the flight 
range of airplanes. The flight range of a chemically fueled airplane 
is limited, of course, by its fuel-carrying capacity. The use of nuclear 
energy offers a possibility of a flight range limited only by the me- 
chanical endurance of the airplane and the physical endurance of its 
crew. A number of research problems must be solved to obtain this 
performance, however. 

Some of these problems are related to the reactor component itself 
and others are concerned with the effects of radiation on structural 
materials, moderators, coolants, fuel materials, aircraft instruments, 
and equipment. In order to attack and solve these problems system- 
atically, specialized research apparatus housed in buildings designed 
for the purpose and located in a suitable area must be provided. 

Such a facility, including reactor-handling and control equipment, 
a shop, offices, water purification and storage tanks, and appropriate 
utilities is covered by this project. 

The acquisition of approximately 500 acres of land is also included. 
In connection with the procurement of the land I would like to say 
the principal requirement we are looking into at the moment is the 
safety requirement. I think that will determine the location of the 
site as much as any other feature. We would like to locate it as close 
to the Lewis Laboratory as possible. We would like to locate it on 
the existing site of the Lewis Laboratory if we can. We have a con- 
tract with a consulting firm, Nuclear Development Associates, Inc., 
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who are looking into this question for us. The matter of site location 
has to be cleared with the proper committee of the Atomic Energy 
Commission. They have to approve the site, from the safety point 
of view. 

Mr. Durnam. Have they made a report to you as yet ? 

Mr. Crow.ey. The matter is still in the formative stage. 

Continuing, I would like to say that this facility has been well coor- 
dinated with the Atomic Energy Commission and has their full ap- 
proval. You will recall, I think, that a letter from the Chairman of 
the Atomic Energy Commission was read at the previous hearings 
and appears in the record of House bill 2581. 

I have no other prepared statement, Mr. Chairman. I will be happy 
to answer any questions. 

Mr. Price. Do you know anything about the available land there ? 

Mr. Crowiry. We know something about it but have no specific 
site in mind for this particular project. There is further land avail- 
able at the present time but that land is becoming more expensive 
every day. 

Mr. Durnam. What is the cost per acre now? 

Mr. Umer. We have no accurate figures on that, sir. The 500 acres 
that are in the bill are estimated at approximately $247,000. 

Mr. DurHam. That puts us in a bad position, not knowing what we 
are going to pay for land, just by simply authorizing and not having 
some idea as to what it is going to cost us. 

Mr. Utmer. We have an estimate of $247,000 for 500 acres. That 
was based on approximate costs of land contiguous to the laboratory. 
Whether or not that will be the site best from the safety standpoint we 
don’t know until our survey is completed. 

We sent a letter on this subject to Mr. Vinson in which we said the 
NACA would keep the Committee on Armed Services fully informed 
of our actions toward the procurement of this land and keep the com- 
mittee advised before we proceeded with any firm commitment to 
purchase. 

Mr. Duruam. Suppose one of your associates comes up here and 
recommends it be put on the land that is already acquired out there. 
Then we would be sitting here with 500 acres of land authorized. 

Now, do you intend to use it if such a decision is made? 

Mr. Crow.ey. We have no intention to use it except for this facility. 

Mr. Durwam. Once the decision is made by Nuclear Associates and 
you are going to abide by their decision, then we have a little clearer 
picture than we had a few days ago when this was first before us. 

Mr. Crowtey. That is the situation. The Atomic Energy Commis- 
sion will make the final decision in this matter because they have the 
responsibility to determine whether recommended localities are safe 
or not for facilities of this type. 

Mr. Duruam. For the future long-range uses I think perhaps you 
should have this but I don’t want to put ourselves in a position of 
acquiring something which we don’t need. If your future needs for 
expansion justify this acquisition of land I think we should say so. 

Mr. Crowrey. This land is solely for the purpose of building this 
nuclear propulsion facility. 

Mr. Doyte. If I am not in error, the testimony of each of you gen- 
tlemen this morning makes it possible that Nuclear Associates, with 
whom you say you have a contract, who apparently recommend where 








844 


this should be, you might not even use this land located contiguous to 
it. You might get some acquired away from the laboratory. 

Mr. Crow.ey. That is right, sir. 

Mr. Dorie. I wanted to make that clear. They might not even 
have it in the Cleveland area, is that not true? 

Mr. Crow.ey. That is true, but from the standpoint of operations 
we would like to locate it as close to the Lewis Laboratory as possible. 
We don’t want to set up any more new housekeeping facilities than 
we have to. 

Mr. Dorie. Your estimate of $247,000 may not be adequate to ac- 
quire the land that might be recommended to you, because your esti- 
mates are based upon the value of the land contiguous to your present 
facilities, is that not true ? 

Mr. Utmer. You are absolutely right, Mr. Doyle. 

Mr. Dorie. Then, you might need more than $247,000 ? 

Mr. Umer. It is possible, but doubtful. 

Mr. Corr. More likely it will be a lot less. 

Mr. Crowtey. This figure that was quoted was based on an estimate 
of the cost of land close to the laboratory. If we have to move away 
from the laboratory we will need land that is less expensive, I am sure, 
than the amount we have put in for. 

Mr. DurHam. You say you expect a decision by Nuclear Associates. 
When do you expect to get that? 

Mr. Crow.ry. We expect to have advice from them in about 2 
months. 

Mr. Corr. Who are the Nuclear Development Associates ¢ 

Mr. Crowtey. It is a New York concern made up of individuals 
who have a good background of experience in the nuclear energy field. 

Mr. Cotz. Where did you hear about them ? 

Mr. Rornrock. We discussed this with the staff of the Atomic 
Energy Commission. Several firms were suggested to us by them as 
competent people in this field. General Keirn, from the Atomic 
Energy Commission, is with us here today. 

Mr. Price. How big a list did they give you? 

Mr. Rorurock. Three or four names. The consulting firm will sub- 
mit their recommendations. We then will go before the Reactor 
Safeguard Committee of the Atomic Energy Commission for the final 
decision on the site. 

Mr. Cotz. What where the other names given to you by the Com- 
mission ¢ 

Mr. Rornurock. I can’t answer that now, Mr. Cole. 

Mr. Cotz. You are with the NACA? 

Mr. Rornrock. Iam with the NACA. 

Mr. Coz. Were you not with those who made the decision to select 
the Nuclear Development Associates ? 

Mr. Rornrock. We turned over to our laboratory at Cleveland the 
list of recommended names and they conducted the negotiations. 

Mr. Crow.try. We can provide the names for you, Mr. Cole. 

Mr. Coxe. I just wanted to find out what effort NACA made to 
select what they thought to be the best group of people to serve as 
advisers to them. I am surprised to hear you people who apparently 
represent NACA are unable to tell us even the names of the other 
people, which indicates you did not investigate them very thoroughly. 
Why was it you so quickly picked up the Nuclear Development people ?¢ 
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Mr. Crow.ry. They were highly recommended by our contacts at 
the Atomic Energy Commission. 

Mr. Coir. They gave you a whole list. 

Mr. Crowtey. Our Cleveland laboratory negotiated with these peo- 
ple to see who could best do the work for us. 

Mr. Duruam. What kind of contract do you have with Nuclear 
Development Associates ? 

Mr. Umer. We have a fixed price contract to cover several items, 
one of which is site selection ¢ 

Mr. Duruam. Any construction ? 

Mr. Utmer. No. 

Mr. Core. Any design work ¢ 

Mr. Utmer. No design. 

Mr. Core. Any engineering? 

Mr. Utmer. Some preliminary engineering. 

Mr. Cox. The contract is preliminary to design and engineering? 

Mr. Umer. It is. 

Mr. Coxe. Once you sign up with them you sign up with the whole 
project ? 

Mr. Utmer. No. 

Mr. Corz. You just said “yes” to my other question. 

Mr. Uumer. I beg your pardon. Let me make it clear, Mr. Cole. 
This is a preliminary study contract and it in no way commits us to 
a contract with them for the final design. It is a preliminary design 
study contract including a site survey, and that is all, for a fixed price. 

Mr. Durnam. Is your contract included in this item here? The 
cost of the contract ? 

Mr. Utmer. The cost is not included in the $4,850,000. 

Mr. Cotz. What is the cost? 

Mr. Umer. $10,000. 

Mr. Price. In view of the fact that they brought testimony in on a 
company to advise you on the safety aspects, for the record, what 
potential dangers are involved to the people in the area ? 

Mr. Crowtey. There is only slight danger involved, if the equip- 
ment is designed properly. We expect that it will be designed prop- 
erly. 

Mr. Corte. Who is going to do that for you ? 

Mr. Crowtey. We don’t know yet who will do the design for us. We 
will probably do part of it ourselves and contract for some parts 
outside. : 

Mr. Price. In connection with Mr. Cole’s question, I wonder if you 
could put in the record the names of the people recommended to you 
by the Atomic Energy Commission. 

Mr. Crow.ry. We can do that very readily. 

Mr. Core. I would rather hear the names. 

Mr. Price. I would, too, but evidently they cannot do it. 

Mr. Cote. Can General Keirn tell us that? 

General Keren. I cannot tell you who else was considered. 

Mr. Coir. You are with the Commission ? 

General Keren. Yes, sir. 

Mr. Cote. What list of names has your experience with the Commis- 
sion indicated to you would be submitted ¢ 

(No response. ) 
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Mr. Corr. My goodness sakes alive, you know there are not a half 
dozen of them in the whole country and you can’t tell me who they 
might be. I am amazed. 

Mr. Rornrock. One of them is a consultant who has offices in Wash- 
ington. I do not know the name of the company, itself. We have had 
contacts with these people in the past 

Mr. Corr. You have had cides ‘able contacts with Nuclear Devel- 
opment Associates? 

Mr. Rorurockx. With them and others in the business when we have 
sat on committees in connection with this work. 

Mr. Coie. Mr. Chairman, in view of the fact that there is such a 
scarcity of information, to tell us the extent to which NACA people 
have made an etfort to get the best talent available to advise them in 
this work—I don’t say you haven’t done that, but I say from the 
evidence you have given us so far it indicates there is some doubt 
about it, and I am not prepared to vote on this at all today. 

Mr. Durnam. That is one reason why we decided to hold them over. 
It was not clear what they intended to do and that was the reason for 
taking this item out of the bill. 

Mr. Corre. Where did this idea start? I am not talking about 
nuclear development. I speak of the idea of a research reactor, by 
NACA. 

Mr. Rornrock. We have been conducting basic research in con- 
nection with the development of nuclear propulsion for aircraft since 
the inception 

Mr. Coir. I am thoroughly familiar with NACA and the great 
contribution it has made to aviation. That background we all know. 

Mr. Rorurock. We have worked with the Air Force and with the 
Atomic Energy Commission on the application of nuclear energy to 
aircraft for several years. 

Now, you cannot conceive of the complete engine without considering 
both phases of it. As part of our work in the field of aircraft engines, 
we must do basic research in the application of nuclear energy to 
aircraft propulsion. Now, that does not mean that we will go into 
the reactor itself, but we have to investigate the effect of the nuclear 
radiation and the temperature on engine components. 

Mr. Core. Doctor, I don’t want to interrupt you, but all I asked was 
where did this idea start. 

Mr. Rorurock. Actually it started at the laboratory quite a few 
years ago. 

Mr. Corr. In Cleveland? 

Mr. Rornrock. Yes; at the Lewis iaher atory of the NACA quite 
a few years ago. 

Mr. Core. Did the Air Force make any representations to NACA 
and ask NACA to get into this business? 

Mr. Rormrock. We are charged in our enabling act to conduct basic 
research in the field of aeronautics. Some suggestions come from the 
Department of Defense, some from our subcommittees, and some 
from within our own organization. 

Mr. Cote. Now, I will ask the question over again: Did the Depart- 
ment of the Air Force ask you to get into this? 

Mr. Crowtey. Mr. Cole, perhaps I can answer that for you. 

Mr. Core. It is a very simple question. 
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Mr. Crowtey. We have letters from the Department of Defense, 
the Department of the Air Force, and the Department of the Navy, 
all suggesting that this is the proper time for the NACA to expand 
our efforts in this field. 

Now, we haven’t introduced those as evidence previously, because 
they are classified. 

Mr. Coir. What do the letters contain that makes them classified ? 

Mr. Crowiry. They are classified by the services. 

Mr. Cote. What do they say other than they suggest it is appropriate 
for NACA to get into the nuclear propulsion field 

Mr. Crow.ry. Essentially that is what they say. 

Mr. Coxe. I think it would be very interesting and should be a 
part of the record to justify this expenditure, to have an expression 
from the service people urging NACA to do this very thing. 

Mr. Crow ey. I have the letters here, Mr. Chairman. 

Mr. Corr. I would suggest that you ask that the classification be 
removed. If there is no more in them than what you indicated—if the 
letters were changed just to indicate that much, I think they could 
go into the record without any question. 

What is the date of those letters / 

Mr. Crow.ny. August and September 1954. 

Mr. Duruam. I believe it would be best for the committee to con- 
tinue this and get the information desired by the committee. Of 
course, we are not saying we don’t want you to get into this field. I 
feel myself, personally, that you need this facility. We want it put 
in the front door, however, and not in the back door. When we go 
on the floor of the House, if we have a nebulous thing like this I don’t 
know how we could answer questions. 

Mr. Crow.ey. As the result of a telephone call, I can provide you 
now with the names of the consulting firms we considered. 

Mr. Cox. Since we discussed it a few minutes ago you have had a 
telephone call ? 

Mr. Ketiener. The call was made by Mr. Ulmer. 

Mr. Crowrry. The atomic research division of North American 
Aviation, the Walter Kidde Co., and Dr. G. T. Weil, a Washington 
consultant. 

Mr. Rornrock. In answer to your previous question, we have 
worked with the Air Force in this field continuously since the war. 
It becomes very difficult under those circumstances to say who origi- 
nally suggested this facility. 

Mr. Cotzx. NACA does a good bit of work for civilian aircraft 
companies, does it not, as well as service people ? 

Mr. Crowtry. Yes; that is correct. 

Mr. Coir. Have you had any interest emanating from commercial 
companies, aircraft companies, engine companies, that you should go 
into this? 

Mr. CrowLry. Do you mean for commercial purposes, Mr. Cole? 

Mr. Coir. No; from the aviation companies. The people who build 
the airplanes. Have you had any interest expressed from those people ? 

Mr. Rornrock. Yes; through the NACA committees and subcom- 
mittees which include representatives of the aircraft and engine in- 
dustry. This has been discussed in our meetings, and it has been 
recommended that we do this work. . 














848 


Mr. Corr. Why didn’t Mr. Crowley know about it? 

Mr. Crowtey. I knew that but I was going to say, Mr. Cole, that 
we don’t have any direct evidence like these letters from the services. 
It is a matter of discussion with the people who attend our committee 
meetings. 

Mr. Bennetr. You have a record of their vote, though, do you not? 

Mr. Crowtrey. We have minutes of the meetings. 

Mr. Bennett. There is no real recommendation that would show a 
vote for this thing? 

Mr. Crowtey. Not a specific recommendation but general agree- 
ment that what we are recommending is sound. 

General Kerrn. When Dr. Dryden testified before the committee 
before he mentioned the relationship that this has had with the NACA 
program. You will recall when the Air Force first got into the 
aircraft nuclear propulsion business, they did so through a contract 
with a division of the Fairchild Co. known as NEPA. When this 
was developed, an ad hoc committee was formed for steering it, with 
Dr. Dryden as a member. Through this steering committee, work in 
the aircraft nuclear propulsion business was coordinated and directed 
into the NACA, into the NEPA organization, and into Oak Ridge 
Laboratory. NACA has had a part in this program since its incep- 
tion and they have been making many studies for the ANP program. 
Out of these studies has grown the need for this reactor and it has 
been discussed with my office for some 2 or 3 years now. 

Mr. Duruam. I believe your office approved this, did it not? 

General Kairn. Yes, sir. 

Mr. Duruam. We understood that. 

When can you get a decision on your location and when can you 
get a decision on the matter of hazard? Our committee and the 
Atomic Energy Commission is charged with such matters. If you 
can bring to the committee a decision on those two points I think the 
committee would be much better satisfied. Also you can put it in the 
record, if you can get the letters from the Air Force, as to their 
recommendations, if they can be put in the record, if they can’t, the 
committee will hear them in executive session. 

(The letters are as follows:) 

ASSISTANT SECRETARY OF DEFENSE, 


Washington, D. C., August 30, 1954. 
Dr. H. L. DRYDEN, 


Director, National Advisory Committee for Aeronautics, 
Washington 25, D. C. 

Dear Dr. DrypEN: We have reviewed the NACA proposal for future work in 
the field of nuclear propulsion and particularly the proposed new component 
research facility, details of which were forwarded with your letter of 16 July 1954. 

If the NACA is to conduct basic research work in the aircraft nuclear propul- 
sion field and provide necessary data to the military departments and to industry 
comparable to the manner in which they now conduct such research in the 
conventional propulsion field, we believe that a facility of the type proposed by 
the NACA is necessary and desirable. 

We also believe that the NACA should be in a position to perform this function 
in the aircraft nuclear propulsion field and accordingly endorse the proposed 
component research facility provided, of course, that the NACA and the Atomic 
Energy Commission reach agreement on their respective fields of activity to 
insure that unnecessary duplication of effort and test facilities will not result. 

Sincerely, 
DoNALD A. QUARLES. 
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Op-05/Kb 
Ser 0012P05 
1 Sep 1954 


THE Deputy CHIEF OF NAVAL OPERATIONS (ATR) 


Washington 
Dr. Hueu L. DRYDEN, 
Director, National Advisory Committee for Acronautics, 
Washington, D. C. 

Dear Dr. DryDEN: This is in response to your letter of July 16 in which you 
requested the views of the Navy with respect to proposed future NACA work 
in the field of nuclear propulsion. 

I have had this matter considered by the Chief of Naval Research, and he 
now informs me that he believes this project to be reasonable and useful. He 
feels also that, although the application of nuclear energy to aircraft may still 
be some considerable time in the future, the NACA will be the agency which will 
have to establish certain safety criteria as far as commercial aviation is con- 
cerned. The NACA program would be suitable to meet this need. 

I am in accord with the views expressed by the Chief of Naval Research. 

Returned herewith is copy of NACA statement of July 8, 1954 on this subject. 

Sincerely yours, 
R. A. OFstIE, 
Vice Admiral, United States Navy, 
Deputy Chief of Naval Operations (Air). 





DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE CHIEF OF STAFF, 
UNITED STATES AIR FORCE, 
Washington, D. C., August 10, 1945. 
Dr. Hueu L. DRYDEN, 
Director, National Advisory Committee for Aeronautics, 
Washington, D. C. 

Dear Dr. Dryden: Your letter of July 16, 1954, concerning proposed NACA 
work in the field of aircraft nuclear propulsion has been given careful 
consideration. 

* * * * oo * * 
It is the opinion of the Air Force that the work which the NACA proposes to 
conduct in this field is important to the success of the development. 

The need for expanded research, including the requirement for additional 
test facilities of the general type suggested in the enclosure to your letter, is 
becoming more apparent as the complex engineering problems are defined. 
Although development of initial prototype nuclear propulsion systems may be 
possible with research and test facilities currently in existence or planned by the 
AEC and AF, there will undoubtedly arise a need for expanded effort, including 
additional facilities, to support a continually increasing development program 
in the future. The type of research which the NACA contemplates seems essen- 
tial to a progressive long-range program. 

The purpose and general nature of the nuclear component test facility which 
you propose appear both valid and reasonable to the Air Force. Although NACA 
entry into the nuclear field to the extent indicated by the suggested facility may 

aise questions of policy which will require the attention of the AEC, it is Air 
Force opinion that NACA participation in nuclear propulsion research to the 
general extent suggested is justifiable and appropriate. 

Sincerely, 


N. F. TwInina, 
Chief of Staff, United States Air Force. 
Mr. Crowtey. I think it will be 2 or 3 months before a decision 
will be reached on the site location. We will try to get the service 
letters declassified and put in the record. 
Mr. Durnam. What will you be able to gain or what will you lose 
in that period ? 
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Mr. Crowtery. It might delay the appropriation, Mr. Chairman. 
The item is in our 1956 appropriation bill. 

Mr. Durnam. Is that the only reason ? 

Mr. Crow.ry. Yes. 

Mr. Durnam. When do you go before the Appropriations Com- 
mittee ? 

Mr. Crow.ry. We have already been before the House Appropria- 
tions Committee. 

Mr. Coxe. How did you arrive at the figure of $414 million for your 
plant ? 

Mr. Crowtry. It is a preliminary engineering estimate on the part 
of our engineering staff at the Lewis Laboratory. 

Mr. Corr. What experience have they had in estimating the cost 
of these things? 

Mr. Crow.ey. They have a great deal of experience in estimating 
the cost of aerodynamic, propulsion, and other research facilities. 
They also obtained advice from discussions with the Atomic Energy 
Commission people. 

Mr. Duruam. Are there any further questions? 

Mr. Price. Mr. Chairman, I would hate to be in a position to un- 
necessarily delay this program but if we felt satisfied the NACA 
needed this project—and I personally feel that they do—I think they 
have contributed a great deal to research in aeronautics. I am per- 
sonally satisfied that if they work out these other details without 
abusing any of the authority we are giving them here; in land acquisi- 
tion if they can do everything they can to hold the land down to a 
minimum and the cost down to a minimum, these other details will 
be worked out in time. I am sure they will present proper justifica- 
tions to the Appropriations Committees. I think those things give us 
proper safeguards if we agree they should have the facilities to accom- 
plish their purpose. I personally feel we might well report this bill. 

Mr. Durnam. Are there any further statements ? 

Mr. Kettrner. May I suggest Dr. Dryden’s previous testimony be 
inserted in the record. 

Mr. Durnam. Without objection that will be done. 

(The testimony of Dr. Dryden above referred to follows:) 


[No. 4] 
SUBCOMMITTEE HEARING ON H. R. 2581 AND H. R. 2123 


Howse oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, SUBCOMMITTEE No. 8, 
Washington, D. C., Monday, February 7, 1955. 
The subcommittee met at 10 a. m., Hon. Carl T. Durham (chairman of the 
subcommittee) presiding. 
* * * * * 7 * 


STATEMENT OF Dr. Hueu L. DrypdeNn, Director, NATIONAL ADVISORY COMMITTEE 
FOR AERONAUTICS 


* & * ” * * * 


Dr. DrypEN. We have been able to simulate the temperature and pressure 
conditions with facilities which we have normally available at the laboratory. 
We have done a very limited amount of work on radiation effects, using small 
quantities of material obtained from the Atomic Energy Commission. It seemed 
to us that we were not making an effective contribution on the whole program 
because we were not also simulating the large radiation, neutrons, and gamma 
rays, to which the parts of nuclear engines and nuclear aircraft would be 
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subjected. The facility which is before you uses as a source of radiation 
what I would call by now a common garden variety of research reactor. This 
is a tool which becomes a source of radiation, so that we can subject materials 
and components to the realistic radiation temperature and pressure conditions 
they would meet in a nuclear powerplant. 

Mr. DurHAaM. What is the cost of that one, Doctor? 

Dr. DryveN. The cost of this facility is $4,850,000. 

First, I want to tell you about the coordination with the AEC and the Depart- 
ment of Defense: We called on Chairman Strauss and had many discussions 
with General Keirn and his group within the Commission who are charged 
with the primary responsibility for this program. As a result, I have an un- 
classified letter from Chairman Strauss dated October 27, 1954, which can be 
read into the record. 

“DEAR Dr. HUNSAKER: In reply to your letter of October 14, 1954, we are 
agreed that it is quite timely that the NACA should at this time propose to 
construct a component research facility for aircraft nuclear propulsion. The 
complexity of materials of heat transfer development problems pertaining to 
the application of nuclear energy to aircraft propulsion certainly warrants all 
the attention that can be devoted to them. In recognition of the strategic 
military and diplomatic advantages of truly long-range aircraft, the Commission 
for some years has engaged in a substantial development effort on the nuclear 
portion of this program, in cooperation with the Air Force and NACA, aimed 
at achievement of practical nuclear powerplants for this purpose. Whoile sub- 
stantial progress has been made, much remains to be done to augment and extend 
our knowledge. 

“The Commission approves wholeheartedly the project you have proposed.” 

I may interject that this received the formal action of the full Commission, 
and was not merely the action of the Chairman. I continue to quote from 
Chairman Strauss’ letter: 

“It will be pleased to review the plans for your new facility to make such 
suggestions as are appropriate and to render such other technical assistance 
as it can.” 

“Sincerely yours, 
“LEWIS Strauss, Chairman.” 


Now similar letters—but unfortunately classified—have been received from 
Donald Quarles, Assistant Secretary of Defense for Research and Development. 
His letter contained the proviso that we should, of course, clear with the AEO 
and avoid duplication with their programs. 

We have similar classified letters from the Air Force and the Navy. These 
could be shown to the committee, but cannot be placed in the open record. 

Mr. DurHAm. Doctor, at this point I think it is well to discuss this item 
pretty fully. I have some views on it. I am of the definite opinion that you 
should have had it probably long ago. I think it is almost necessary in the type 
of work you do in nuclear-powered engines, of which, of course, we expect to 
build more in the future. 

Dr. DrypEN. Mr. Chairman, I think we will have to come back to this for full 
discussion. I wonder if I might run through the rest of the program? 

Mr. DurHAm. All right. 

Dr. DrypEN. There is one other point in connection with this Lewis facility: 
Of the $4,850,000, $270,000 is estimated for the purchase of approximately 500 
acres of land. We expect to have a site survey made by a competent consulting 
firm. We cannot, we think, locate this on the present site of the laboratory, 
because of the precautions that are necessary in connection with nuclear 
reactors. We do feel that it will be possible to locate this research reactor in 
the general vicinity of Cleveland, so that we do not have to build up an elaborate 
supporting organization in connection with its operation. It can be operated as 
an auxiliary station of our Cleveland laboratory, just as we operate the small 
pilotless-flight range as an auxiliary station of our Langley laboratory. We can 
do it that way at far less cost than if we went a long distance and tried to build 
up a completely new laboratory. 

I think you will want to come back to this point. 

The other point to mention is this: I think you gentlemen are always interested 
in what the operating cost of new facilities that you authorize is likely to be. 
The estimated operating cost of this facility is about $375,000 per year. The 
entire personnel complement would be about 70. 


* * * * * « * 
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Mr. Doytr. Mr. Chairman, I would like to ask about this item of land. 

Mr. DurnAM. Mr. Doyle. 

Mr. Doyte. That is, 500 acres on page 4. 

Isn’t there any land you can get without adding the 500 acres? 

Dr. DrypEN. It is possible the site selected will be on federally owned land. 
Our present difficulty is we cannot proceed too vigorously until we know whether 
land acquisition is authorized. We wili then have to make a site study. We 
have to comply with all the safety requirements of the AEC. There are some 
Federal sites which may possibly be suitable. This authority is requested so 
we don’t have to come back to you again, if it does not prove possible to use 
federally owned land. 

Mr. DurHam. Mr. Doyle, at that point, since we have opened up this matter 
for discussion, this is the reactor; this year the AEC has a very large program 
of building reactors all over the country for research facilities, and, of course, 
they all use some amount of fissionable material. What has disturbed me a little 
bit, Doctor, is the fact that every art—of course, last year the Joint Committee 
on Atomic Energy did not have authorizing power, but they do have under the 
new legislation. I discussed this item with Mr. Cole and also with the Chairman, 
and last year the Army came in and asked for a reactor, the Navy came in and 
asked for a reactor, and it looked to me as if we should at least have all of this 
facility flowing from one point; not get it scattered all over if we could help it. 

I don’t know whether the committee members will agree with me or not, but I 
am of the opinion that since there is a committee that has authorizing power now 
that this item should go to that committee. 

I understand how it got here, and I am for it, understand. I think you should 
have it. I think you should have had it last year, but you didn’t ask for it. I 
feel that this item should go over, and come in new legislation. If the committee 
feels the same way, I think it would give for much better construction of this 
whole system, since it is also closely related, hazards, and everything else, and 
then you don’t get into this field of confusion on Capitol Hill. 

Dr. DrypEN. From my point of view, the handling of the legislation is a con- 
gressional matter. We were authorized by the Bureau of the Budget to send it 
over in one document, and this we did. Now it is up to the Congress to decide 
what committee should consider it, and we are quite willing to appear before any 
committee. 

Mr. DurHAM. The main disturbance, of course, is the use of the fissionable 
material because, after all, you have to go to the Commission for that directly. 
You can’t get it from any other source. 

Dr. DryvEN. That is correct. 

Mr. DurRHAM. It is all controlled by them, and it is your field element you have 
to have. 

Dr. DryvEN. Mr. Chairman, General Keirn, from the Commission, who heads 
the program on nuclear propulsion of aircraft, is with us this morning. You 
may want to ask him some questions about this. 

* * * * * * * 

Dr. DryveN. I tried to summarize it earlier in this way: The new equipment 
is for two purposes: One is to support the nuclear powerplant development in 
the same way that we have been doing in the development of the jets, the ram 
jets, and the rockets. Two, to do the basic research supporting the long-range 
ballistic missile development. 

Mr. DurHAM. Can’t we practically understand when we authorize this re- 
search instrument in the nuclear field that we provided one already for the 
Army, we provided one for the Navy. Now we could provide one for the Air 
Force to a certain extent? 

Dr. DrypEN. May I tell you what I conceive to be the principal difference? 
As I understand it, the research reactor of the Navy will be used primarily for 
materials for use in submarine and ship powerplants. 

Mr. DuRHAM. That is correct. , 

Dr. DrypEeN. The one that we are requesting is primarily for aircraft power- 
plants, and the one the Army has is primarily for the pertable power in remote 
areas. I don’t say, as Mr. Doyle has mentioned, that you cannot do both with one 
facility, but the program is so large that you are certainly going to have more 
than oné facility working on the submarine, ship, aircraft, and stationary power- 
plant problems. 


Mr. Durnam. Do you have any further statements to make, Gen- 
eral ? 
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General Kerry. We are thoroughly in agreement with the National 
Advisory Committee for Aeronautics in this program. 

Mr. DurHam. On one condition that you report to us, this sub- 
committee, when the decision is made on the location and the need 
for it, without objection H. R. 3761 is reported favorably to the House, 

Mr. Price. Now, we have an amendment there. Did you look over 
that amendment ? 

Mr. CrowiEy. Yes. We are perfectly satisfied with the amendment. 

Mr. Coir. Where did the suggestion come from ? 

Mr. Utmer. From Mr. Kelleher and the staff of the Joint Com- 
mittee. 

Mr. Corr. I want to resist the amendment. This sort of amend- 
ment isn’t necessary. Everybody who builds one of these plants has 
to have a license. If we start writing provisions into the law some- 
body might come along and construe that, because Congress at one 
time or another did put such a provision in there, it was intended that 
they would have to have a license. 

Mr. Utmer. May I explain why the staff people of the Joint Com- 
mittee felt this amendment was necessary: There appears to be, un- 
der Public Law 703, two methods by which a Federal agency may get 
into this business. One is by Presidential directive. The other is 
by the licensing agreement that you spoke of. There is no question 
in our minds but what we are going to operate under the licensing 
agreement but they merely asked that this language be inserted as a 
safeguard to make sure we follow that procedure. 

Ts that essentially correct, Mr. Kelleher ? 

Mr. Ketiener. That is correct. 

Mr. Corr. What is the President’s authority to put people into this 
business ¢ 

Mr. Utmer. I understand under section 19 (b) (2) there is a pro- 
vision that by Presidential directive—— 

Mr. Corr. The NACA doesn’t come under the armed services. 

Mr. Umer. That is correct, but the staff people felt our work was 
so closely interrelated with the Defense Department there might be 
a possibility that we get into the field by that method. We have no 
desire to, of course. We are in perfect agreement with the license 
procedure and have no objection to the suggested amendment if your 
committee feels that it should be included. 

Mr. Duruam. I don’t see why the amendment is necessary. 

Mr. Doyter. I am still worried about that land situation and I hope 
when the NACA reports to this committee that they will report in 
considerable detail on the land situation and how they arrived at 
the value and the recommended purchase of the parcel. I don’t like 
the present situation at all, involving that land situation. I think 
we ought to be very minutely informed. 

Mr. Umer. Speaking for the NACA, Mr. Doyle, I assure you 
we will supply you with all the details on the land before any com- 
mitment is made. 

Mr. Doyte. The only basis for this is safety. 

Mr. Umer. That is the only reason, sir. 

Mr. Doyte. 500 acres for safety. 

Mr. Umer. Our needs can vary from 0 to 500 acres. 

Mr. Doyie. Where did you arrive at the estimate of 500 acres? 








Mr. Rornrock. We arrived at this estimate through discussions 
with the staff of the Atomic Energy Commission, considering the 
general size of the reactor. 

Mr. Doyie. Where did you arrive at the price of $494 per acre? 

Mr. Utmer. That was a rough estimate of the cost of land contigu- 
ous to the laboratory. 

Mr. Cote. That is not rough, that is exact. If you had said 500, 
that is being rough; 494 is pretty exact. 

Mr. Price. Do we report the bill without amendment ? 

Mr. Durnam. Without amendment. 

Mr. Doyie. Did I understand you to say, Mr. Crowley, that it 
was not contemplated to use this land that is to be acquired for the 
expansion of the Lewis facility ? 

Mr. Crowtry. That is correct. It will be used solely for this 
facility. 

Mr. Durnam. Without objection H. R. 3761 is reported favorably 
out. 

(Whereupon, at 11:25 a. m., Thursday, February 24, 1955, the 
subcommittee hearing adjourned.) 


























[No. 8] 


FULL COMMITTEE HEARING ON H. R. 2607, H. R. 2121, H. R. 3761, 
H. R. 3014, AND MISCELLANEOUS REAL ESTATE PROJECTS 


House oF RepreseNTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Waschington, D. C., Tuesday, March 8, 1955. 

The committee met at 10 a. m., the Hon. Carl Vinson, chairman, 
presiding. 

The Cuairman. Let the committee come to order. 

The first matter for consideration by the committee this morning 
is a report by the subcommittee on H. R. 2607. The Chair recognizes 
Mr. Kilday, chairman of the subcommittee, to submit a report from his 
subcommittee on that bill. 

Now let Mr. Kilday make his statement, members of the committee, 
without interruption, and then each member later on can interrogate 
him on any phase of his report or any phase of the bill. 

Mr. Kilday. 

H. R. 2607 


Mr. Kitpay. Mr. Chairman, I will submit the unanimous report of 
Subcommittee No. 2 on the pay bill. 

First, I want to express my appreciation to members of the sub- 
committee for their excellent attendance at all meetings of the sub- 
couimittee, which proved to be very helpful, and the interest shown 
by the members of the committee resulted in some favorable com- 
ments from members of the services. They felt that the interest 
shown was quite commendable. 

I also want to thank the team from the armed services who worked 
with us. They presented the bill in excellent fashion and in the way 
that we could understand what was proposed and come to our con- 
clusions as to what we wanted to do. 

Now, Mr. Chairman, the report itself will be quite lengthy. 

That was found to be necessary in legislation of this type. 

The bill is quite brief. The most important thing in the bill, of 
course, are the pay scales, the tables by pay grades. 

The very brevity of the bill requires that the report be in very 
considerable detail. Because each of the figures appearing in the pay 
tables will be subject to interpretation at a number of levels. 

In the first instance the finance officers or the disbursing officers must 
make their interpretation and construction of each provision. 

Later, in many instances, the Judge Advocates General of the vari- 
ous services will make their constructions and interpretations. 

Then, of course, the Attorney General will construe many of the 
provisions and give many interpretations. 

And finally, of course, in pay matters the Court of Claims may be 
called upon to decide questions and perhaps on appeal from the Court 
of Claims, the Supreme Court. 
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That being true, it is necessary to set out in the report in very con- 
siderable detail the philosophy of the bill and to reflect the legislative 
history. As you know, the courts very frequently, as does the At- 
torney General and the Judge Advocates General, quote from the 
reports to determine the intent of Congress and the philosophy and 
the legislative history of the bill. 

Now, for practical purposes, after this lengthy report, we have 
included in the report asummary. And I understand that each of you 
this morning has a copy of that summary. 

The summary is probably in as much detail as the report on an 
ordinary bill would he in most instances, and the summary will prob- 
ably be most useful to the members on the floor, if not just about all 
they will need to have to understand what we are doing in the bill. 
The legislative history must be reflected. 

Now I will read the summary. 

The proposed legislation provides increases in pay for all enlisted 
personnel with over 2 years of service for all warrant officers with 
over 2 years of service, and for all officers with over 3 years of service, 
in an amount not less than 6 percent of basic pay. 

I think I should interpolate here, that for a proper understanding 
of what the bill proposes, we should go to the title of the bill. The 
Career Incentive Act of 1955 was designed to produce an incentive 
for men to enter the service and to remain in the service. It is to 
give an incentive at those critical points in the career pattern where 
experience has shown that we lose men—the enlisted men and non- 
commissioned and gain where we lose them in the commissioned ranks. 

The largest percentage increase for officers is in the grades of first 
lieutenant oa socal lieutenant—22.3 percent and 25 percent, re- 
spectively, with over 3 years service. The smallest percentage increase 
for officers is in the grade of major general with less than 26 years of 
service with an increase of 6.07 percent. 

The largest dollar increase for officers in the basic pay tables is for 
the brigadier general who completes more than 30 years of service 
where the increase amounts to $107.46 per month. On the other hand, 
first lieutenants with over 3 years of service will receive a $61.22 per 
month increase, while captains with over 6 years of service will receive 
a $49.92 increase per month. 

In the enlisted grades, the largest percentage increase is for the 
E-4 (corporal in the Army, sergeant in the Marine Corps) with 
over 8 years of service who receives a 17.35 percent increase amounting 
to $26.52 per month. The largest dollar increase for enlisted person- 
nel is in the grade of master sergeant with over 26 years of service who 
receives an increase of $29.64 per month. 

The pay scale is based upon a formula, taking into consideration 
the recommendations of the Hook Commission, the 4 percent increase 
in pay enacted by Congress in 1952, and increased increments in pay 
periods following a normal career pattern. Under present law, an 
increment increase in pay is the increase authorized within the same 
grade for additional years of service. 

In the enlisted grades, these increments increase every 2 years, until 
reaching a maximum career point, or until 18 years of service. There- 


after, increments are doubled but only upon the completion of 4 years 
of service. 
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The officer pay scale is constructed along similar lines. In the case 
of enlisted personnel, the increment amounts to $7.80 per month; in 
the case of officers the increase amounts to approximately $15 per 
month. The proposed pay scales are constructed along similar lines, 
but in some cases increments have been increased. 

For example, there are double increments in pay for the E-3 
who remains in service over 3 years and completes more than 4 years 
of service. There is likewise a double increment in pay for the E-4 
who moves from over 3 years of service to over 4 years of service. 
There is a double increment for the E-5 who moves from over 3 
years to over 4 years of service. There is a 114 pay increment for the 
E-6 who moves from over 8 to over 10 years of service and a double 
increment in pay for the master sergeant who moves from over 16 to 
over 18 years of service. On the other hand, the E—-6 who moves from 
over 4 to over 6 years of service receives 214 increments at this critical 
point in the career pattern. 

Among the officers, second lieutenants with over 3 years of service 
receive a double increment in pay and first lieutenants with over 3 
years of service likewise receive a double increment in pay. 

Captains with over 4 years of service get a double increment in pay 
as do captains with over 6 years of service; majors with over 8 years 
of service receive a double increment in pay, as do majors with over 
10 years of service. 

Lieutenant colonels receive a double increment in pay with over 
12 years of service, and likewise with over 14 years of service. Colo- 
nels with over 16 years of service receive a double increment in pay, 
as do colonels with over 18 years of service. Brigadier generals with 
over 26 years of service receive a double increment in pay, as do 
brigadier generals with over 30 years of service. Major generals with 
over 30 years of service receive a double increment in pay. 

The pay increase for senior officers is obviously not necessary in 
order to keep these officers on active duty. They have already acquired 
a considerable equity in retirement and obviously, except in rare cases, 
could not surrender this equity. But the Committee on Armed Serv- 
ices has been impressed with the arguments presented from many 
sources that young officers on active duty today are refusing to enter 
the armed services as a career because of the lack of incentive now 
present in the pay scales for senior officers. 

Mr. Suorr. That is it. 

Mr. Kiupay. The Department of Defense originally recommended 
a further increase in pay for major generals upon the completion of 
more than 35 years of service. The committee rejected this proposal. 

Mr. Van Zanpvr. What was their argument, Paul ? 

The CuHarrman. Let him finish it and then we will take it up, Mr. 
Van Zandt. 

Mr. Van Zanpr. All right. 

Mr. Kuoay. It should be “or national emergency hereafter 
declared.” 

Mr. Bianprorp. Yes. 

Mr. Kitpay. The proposed legislation provides substantial in- 
creases in incentive pay for those engaged in flying and submarine 
duty. 
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The increases amount to $15 monthly for major generals and $10 
for brigadier generals, $10 per month for colonels with over 16 years 
of service, and $35 for colonels with over 18 years of service; $45 a 
month for lieutenant colonels with over 14 years of service, $65 a 
month for majors with over 12 years of service, $60 a month for cap- 
tains with over 6 years of service, $40 a month for first lieutenants 
with over 3 years of service, and $35 a month for second lieutenants 
with over 3 years of service. 

In the enlisted grades, flying and submarine pay is increased by $3 
per month for master sergeants, $32.50 for technical sergeants, $30 for 
staff sergeants, $27.50 for sergeants, $15 for corporals, $22.50 for pri- 
vate first class, and $25 a month for privates. The increases have been 
related to basic pay and are constructed on years of service and grade. 
Again, the increases are more substantial in the critical career area. 

The proposed legislation, in addition to increasing flight pay and 
submarine pay, also increases all other incentive pays by 10 percent. 

Retired personnel drawing retirement pay under the Career Com- 
pensation Act will be entitled to have their retired pay computed on 
the pay scales of the Career Compensation Act as amended by the pro- 
posed legislation. In view of the fact that certain officers, warrant 
officers, and enlisted personnel have retired for disability before com- 
pleting 3 years of service as an officer, or 2 years of service as a war- 
rant officer or enlisted man and would not otherwise receive an in- 
crease under the proposed legislation, a specific provision provides that 
these individuals will be entitled to retirement pay based upon the 
basic pay to which they are now entitled, plus a 6 percent increase. 

Retired personnel entitled to retirement pay under laws other than 
the Career Compensation Act receive a flat 6 percent increase in their 
present retired pay. 

The proposed legislation provides for a dislocation allowance for 
members of the armed services who are entitled to move with their 
dependents at Government expense. In view of the fact that the pres- 
ent reimbursement system is completely inadequate for members of 
the armed services who move with dependents, the committee has 
adopted a recommendation of the Department of Defense that such 
members be entitled to a dislocation allowance in the amount of 1 
month’s quarters allowance if they undergo a permanent change of 
station. 

However, this allowance will only be payable for 1 permanent. 
change of station in each fiscal year except for indvidedle who are 
assigned to service schools. If an additional permanent change of 
station is required during any fiscal year other than to a service school, 
the allowance may not be paid except upon a finding of the Secretary 
concerned that the “exigencies of the service require more than one 
such change of station during any fiscal year.” The limitation with 
regard to only one payment during any fiscal year will not be appli- 
sable in time of war or national emergency declared since during 
these periods it can be expected that there will be large numbers of 
permanent changes of station depending upon the particular type of 
military operation involved. 

The proposed legislation also increases per diem from $9 to $12 in 
the case.of those individuals who are entitled to such per diem allow- 
ances upon being away from a permanent duty station. This action 
is taken in anticipation of a similar proposal which may be considered 
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by the Congress during this session for civilian employees of the Fed- 
eral Government. 

There is likewise a substantial increase in the proposed legislation 
for aviation cadets. Under present law, aviation cadets are prohibited 
from receiving flight pay and are limited to a monthly pay of $109.20. 
The committee adopted the recommendation of the Department of 
Defense that aviation cadets be entitled to 50 percent of the pay of a 
second lieutenant with under 2 years of service ($111.15 per month) 
and flight pay of $50 per month, when actually engaged in flying 
duty. The pay of aviation cadets engaged in flying would thus be 
increased to $161.15 per month. 

The proposed legislation would involve an annual expenditure for 
members of the armed services for fiscal 1956 of $734,045,571. In 
addition, the increase with respect to the Coast Guard, the Coast and 
Geodetic Survey, and the Public Health Service for fiseal 1956 will 
be $11,797,444. Thus the total cost of the bill for fiscal 1956 will be 
$745,845,015. 

The Cuamman. Thank you very much, Mr. Kilday. 

Mr. Kitpay. There is one matter that we omitted from the summary 
by oversight and will be added. 

That is the cadet pay at the Military Academy and the midshipmen 
pay at the Naval Academy, which is now $81.12 per month. It is 
proposed to increase it to $111.15. 

And the Air Academy also. 

Mr. Héperr. Yes. 

Mr. Kitpay. They are controlled by laws applicable to the Military 
Academy. 

Mr. Van Zanpr. What does that amount to in percentage? 

Mr. Bianprorp. It is about a 35 percent increase. 

Mr. Van Zanpr. Thirty-five percent. 

The Cuartrman. That is included in the cost, however, of the $745 
million. 

Mr. Kinpay. Yes, sir, that is the total cost, and I understand that it 
is in the budget. 

Now, Mr. Chairman, it is felt that the committee might want to see 
tables of officers, warrant officers, and enlisted men which would re- 
flect the present pay, the pare from the Department, the committee 
recommendation, with the dollar and percentage increase in each of 
the grades. 

The CuarrMan. Good. 

Mr. Kinpay. We are prepared with a screen here. 

You submit those ah at \f they are desired. 

The CuairmMan. I think that would be very desirable. 

Mr. Kitpay. I believe this is really the whole thing. 

The Cuarrman. Of course it is. 

Mr. Kinpay. Practically all there is in the bill is the new pay table. 

The CuatrmMan. That is right. 

Mr. Kitpay. And we are prepared to enlarge them on the screen. 

The Cuatrman. Mr. Kilday, who will put that on the screen? 

Mr. Kivpay. Captain Martineau. 

Mr. Suorr. Mr. Chairman. 

The Cuarman. Mr. Short. 

Mr. Suort. I am constrained at this point to express, particularly 
on behalf of the minority members of the committee, our deep and 
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sincere appreciation to the chairman of this subcommittee and the 
men who have worked with him so diligently and painstakingly on a 
most complicated and a tedius piece of legislation. 

It has required much patience and downright drudgery through 
the days and the weeks that they have met. And I think that Mr. 
Kilday, the gentleman from Texas, and the majority and minority 
members alike, of the subcommittee who were so faithful in their 
attendance deserve the thanks of the entire committee. 

The Cuarrman,. I agree with you thoroughly. And I was getting 
ready to save that for the last. 

Mr. Suort. You can add it, then. 

The Cuarrman. I can also join in that same statement right now. 

Mr. Kitpay. Mr. Chairman, on behalf of the subcommittee, I would 
like to thank both you and the ranking minority member, and to add 
to what I said before about the subcommittee. 

In my experience I have never known better attendance at so many 
subcommittee meetings as we had on this bill. 

Mr. Suort. And we want to include, of course, the officers from the 
Defense Department who cooperated with you so wholeheartedly. 

Captain Martineau. 

Mr. Van Zanpr. Mr. Chairman. 

The CHarrman. Mr. Van Zandt. 

Mr. Van Zanpr. Has this colloquy had the approval of the “Sub- 
committee on Mutual Admiration”? 

The CHarrmMan. It has. 

Mr. Kirpay. I don’t want to overlook, Mr. Chairman, our counsel, 
Mr. Blandford, who has really put in lots of time in this while beset 
and bedeviled by other matters he had. 

The Cuamman,. Mr. Arends. 

Mr. Arenps. Mr. Chairman, could I just say this with respect to 
the representatives of the Department of Defense that came up here. 
They didn’t come up with the attitude of pressurizing anything up 
here. They tried to give us full cooperation and help in this matter, 
which we appreciated. 

They didn’t come up here to pressure us with any figure—6, 8, or 
10 percent. They just wanted to cooperate with us and they did that. 

Mr. Gavin. I want to congratulate our good and able friend, the 
chairman of the subcommittee, and say to the committee that his 
vast knowledge of the subject, his years of experience in legislation 
of this nature, made him eminently qualified to head up this committee. 

And I want to say to the committee that he has earned and de- 
serves the hearty commendation of all of the members of the commit- 
tee for the excellent and thorough manner he handled this legislation. 

I also want to commend my very good and able friend, our counsel, 
Russ Blandford, for the very fine manner in which he handled the 
legislation. His very thorough understandinng of all of the details 
in connection with the legislation, his unusual ability, helped us con- 
siderably and I think that he deserves thanks, too, along with the 
members of the Department of the Army and the Navy and the Air 
Force, for their very careful and detailed presentation that was so 
clear and understandable in this very complicated piece of legisla- 
tion—all together cooperating to bring about legislation which I feel 





is most acceptable and will be taken by the House. 
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The Cuarrman. Thank you very much, Mr. Gavin. [Applause.] 

[ Applause. ] 

Mr. Gavin. And that goes, regardless of what the Navy over here 
has to say. [Laughter. | 

The CHatrman. All right. 

Now, Captain Martineau, you explain the different grades and the 
percentage increase in dollars and cents, as displayed on your chart. 

Captain Martineav. Mr. Chairman, we have prepared two charts 
for each of the officers, the warrant officers, and the enlisted men. 

This chart now on the screen is the first of the two charts for the 
officers. 

Over on the left we have the officers’ grades here, commencing from 
the second lieutenant on up through the top rank, the major general. 
And across here we have the years of service, because, of course, their 
basic pay depends upon their rank and length of service. 

This chart now before you shows in black at the top line the pay, 
the basic pay, they are now receiving under existing law. 

The blue line shows the pay that was proposed in the bill H. R. 2607 
before it was considered by the subcommittee. 

Now we have the third line here, Mr. Chairman, shown in the red, 
which indicates the changes that were made by the subcommittee to 
the basic pay scales. 

The CHarrMan. Now one minute. Now, Mr. Kilday, you propose 
to put this chart either in the report—it is in the law. It goes in the 
law ? 

Mr. Kirpay. Well, the law will only have one figure. 

The Cuarrman. That is right, the red figure. 

Mr. Kivpay. That is right. 

The Cuarrman. All right. Then——- 

Mr. Kiipay. These charts are in the hearings and are to be carried 
in the report. 

The Cuairman, All right. Go ahead. 

Captain Martrneav. This follows exactly the pattern of the pay 
tables that are now in existing law, Mr. Chairman. 

I might add that these lines here, however, are not inthe law. They 
have simply been put in to make it a little clearer, to show the career 
pattern. In other words, as the average officer progresses on up the 
line, he falls within this area here. There are very few officers out 
here with this little service and that rank. Therefore, they receive 
no in-grade increase. Only the officers in this group. 

Likewise, the group out here are those officers who would be con- 
sidered to have excessive service in the grade, so they would not 
receive any in-grade increase. 

The Cuatrman. Now let me ask you this. Wait. Let that chart 
stay there. 

Now the black line is the law today. The biue line is what the 
Department proposed. The red line is what the committee agreed on 
and are recommending to the full committee. 

Now, what is the difference, the total difference between the blue 
line and the red line? 

Mr. Kitpay. We are going to have that on the next chart. 

Captain Martrneav. I think that will show up a little clearer on 
the next chart, sir. 

Mr. Van Zanvr. Mr. Chairman. 
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The CHarrMan. Yes. 

Mr. Van Zanpr. In inserting this table in the record, are we going 
to have an explanation of O-1 to O-8 for the benefit of the mem- 
bership ? 

The Cuarman. What did you say ? 

Mr. Van Zanpr. Are we going to give in the committee printed 
report an explanation of what O-1 and O-2, 3, 4, 5, 6, 7, and 8 means 
in the way of rank? 

Mr. Norsiap. I don’t know what they are. 

Mr. Buianprorp. It will be in the report, Mr. Van Zandt, with re- 
gard to officers. It will be in there, in one portion of the report, show- 
ing the Army grade. 

One of the difficulties that we encounter in attempting to do that 
with enlisted personnel—— 

Mr. Van Zanvr. No, I am not worried so much about enlisted per- 
sonnel as I am the differential between the ranks in the Army and the 
Marines and the Air Force, as compared with the Navy. 

Mr. Bianprorp. Well, we have one chart which shows major gen- 
eral, brigadier general, and colonel and all the way down. Now, we 
can also add, if the committee desires, a chart showing the break- 
down—in other words, if O-8 means such-and-such in the Army, such- 
and-such in the Navy, and such-and-such in the Marine Corps. That 
will be very simple to do. 

Mr. Van Zanpr. That is right. 

Mr. Kitpay. Mr. Chairman, this chart does not reflect the fact, as 
proposed in H. R. 2607, there was a new column, over 35 years of serv- 
ice, where there would have been only a substantial increase for the 
Q-8 or major general. 

The subcommittee has eliminated that column. 

Mr. Coir. Mr. Chairman, could I inquire ¢ 

Mr. Kitpay. Yes. 

The CHairman. Mr. Cole. 

Mr. Coir. Could I inquire if there were any instances where the 
subcommittee reduced the allowance below what the Department had 
recommended? As I scan the chart, I only see increases. Were there 
instances where the committee reduced them / 

Mr. BLanprorp. Very definitely ; the over-35 block. 

Mr. Kivtpay. I don’t remember. The 35, of course, came out. 

Mr. Cote. Other than that one block. 

Mr. Kitpay. I am never able to remember these tables. 

Mr. Coxx. I will ask Captain Martineau. 

Captain Martineau. They have not. There are no reductions re- 
flected on this table, and the committee made no reductions in the pro- 
posed pay except the one that Mr. Kilday mentions. 

Mr. Bianprorp. Mr. Chairman, may I explain why the committee 
took the action that it did with regard to the increases that you see, 
for example, for major generals? The Department of Defense rec- 
ommended $1,014 a month. We recommended $1,021.80 a month. 
That became necessary after we had agreed to a flat 6-percent increase 
in retired pay for those drawing retirement pay under the Career 
Compensation Act. In other words, we want to be able to say that all 
retired people will receive a 6-percent increase, or not less than a 6- 
percent increase if they are drawing pay under the Career Compensa- 
tion Act. 
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We also want to be able to say that all retired personnel, including 
those retired with less than 3 years of service, will receive a 6-percent 
increase under the Career Compensation Act. 

We also want to say that all retired personnel who do not qualify 
under the Career Compensation Act will also receive a 6-percent 
increase in pay. 

Now, dollarwise, it made very small difference in the officers strue- 
ture. In other words, the major general with over 8 or over 10 or over 
12 or over 14 years of service : and less than 16 or less than 18 is a very 
rare bird. So obviously dollarwise that made no difference. 

But the way the chart came in originally, the increase at that point 
was only approximately 5 percent. We increased it to 6 percent, 
actually 6.07, to conform with the general theory of the subcommittee 
that no one should receive less than a 6-percent increase at that point. 

The Cuatrman. Then, so the committee can understand it, all of- 
ficers on the retired list who retired before and prior to 1949 get a 
6-percent increase across the board of his retired pay and not 6 percent 
of his base pay ? 

Mr. Bianprorp. No—well, what it is: It is 6 percent—it is the same 
thing, actually. 

The CHarrMan. Yes. 

Mr. BLanprorp. But the result is—— 

Mr. Rivers. What he is getting now. 

Mr. Bianprorp. Yes; that statement is correct with regard to those 
who did not qualify under the Career Compensation Act. 

Mr. Rivers. That is right. 

Mr. Bianprorp. Now those who do receive pay under the Career 
Compensation Act, and that applies, for practical purposes, to every 
person retired after October 1, 1949, will receive an increase of not less 
than 6 percent. 

Now in some instances that increase will be larger because of the 
‘areer pattern that we have established here, which will mean that 
they will be receiving anywheres from a 10, 11, 12, to 14 percent 
increase with regard to their retired pay. 

Now that also is true of the officer who is retired with less than 
5 years of service, to the extent of a 6-percent increase. 

If you will note on your pay scales, under 2 and over 2 reflects 
the same pay throughout. In other words, there is absolutely no 
increase. The Department recommended no increase and we recom- 
mended no increase. 

We recognize, however, that since October 1, 1949, there have been 
young officers retired for disability who would not receive any in- 
crease under the proposal as it was originally submitted. We wanted 
to guarantee those individuals the retired pay that they are now 
receiving, plus 6 percent. 

Of course, those are the men, enlisted men and officers—less than 
2 as to enlisted men and less than 3 as to officers—who were injured 
in training or who were wounded in combat severely enough that they 
were retired. 

Under the pattern we have here, unless something were done there, 
that would be the group of retired persons who would have been left 
out, which, of course, is not the intention. 

I don’t believe it is the intention of anyone. 
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The Cuarrman. Mr. Short. 

Mr. Snort. I think the point the gentleman from New York, Mr. 
Cole, wanted to bring out is that our committee really was more gen- 
erous than the Department of Defense itself in their recommenda- 
tions. Because in every instance on this chart we voted a larger in- 
crease than that that was recommended by the Department of Defense 
itself. 

Captain Marrrnzav. That is correct, sir. 

Mr. Cote. Is it correct the Department of Defense did not make 
recommendation to increase the retired pay ? 

Mr. Buanprorp. The Department of Defense recommended that 
those retired under laws other than the Career Compensation Act 
would be given another 2-year period of time in which to make a re- 
election. ‘The subcommittee rejected that proposal. In 1949 those 
individuals who were required to qualify or who were advised as to 
what their pay would be under the old law or under the new law 
were given a 5-year period in which to make an election. 

Now, I might explain that for a moment to the members of the 
full committee. In 1949 an entirely new theory of disability retire- 
ment was overwhelmingly adopted by this committee and by Congress. 
Disability retirement since October 1, 1949, has been placed upon a 
basis of years of service or degree of disability in conformity with 
standards established by the Veterans’ Administration. 

In other words, an officer with 5 years of service and a 70-percent 
disability is retired with 70 percent of his basic pay. An officer 
with 30-percent disability and 20 years of service can take his retired 
pay based upon his length of service, which would be 50 percent, and 
then that portion of his retired pay which bears a relationship to his 
degree of disability is nontaxable. 

Under the old law, all retirement for disability was nontaxable. 
Seventy-five percent retired pay was automatic for people with as 
little as 10-percent disability, or for people with as much as 100-per- 
cent disability. It made neither rhyme nor reason. We changed that 
whole system. 

You will recall in World War II we retired a considerable number 
of people. We have over 83,000 officers on the retired rolls today at 
a cost to the Government of in excess of $403 million. And something 
had to happen with regard to this whole system of disability retire- 
ment. 

Now those people were allowed to elect. What happened was this. 
All of those cases were reevaluated. They were then advised they 
could take their retirement based upon their degree of disability ; that 
is, the amount that was granted to them on a reevaluation or evaluation 
of their degree of disability, or upon their length of service. 

Now, obviously anybody who didn’t get a pay increase felt that he 
was harshly dealt, with, because he said, Well, you always guaranteed 
me 75 percent retired pay for the remainder of my life.” Well, we 
maintained that. We gave him the choice of taking 75 percent of the 
old pay for the remainder of his life or he was allowed to elect, within 
a apron period, as to whether he wanted to come under the new pay 
scale. 

Now that election was in that law for a purpose. Obviously these 
individuals had a 5-year period in which to make their election. That 
period expired last year. 
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Mr. Gavin. All of them were duly notified ? 

Mr. Buanprorp. Oh, yes, sir; they certainly were duly notified, and 
there are some 43,000 people who are drawing pay under laws other 
than the Career Compensation Act and thus drawing, you might say, 
saved pay. 

Now in 1952 we granted those people an increase in retired pay 
across the board because of action of the other body, it being necessary 
for us to reduce that amount. 

Mr. Van Zanpr. What was it, Russ? 

Mr. Buanprorp. To a straight 4 percent. 

Now all retired people received a 4-percent increase in retired pay 
in 1952. ‘There would not have been any word raised had we granted 
a flat percentage increase in this proposed pay scale if it had been a flat 
percentage increase because it would have been applicable to those 
retired under laws other than the Career Compensation Act. 

But instead, from a very practical viewpoint, the Congress and the 
American people are confronted with a very serious problem, a problem 
that is fantastically expensive with regard to reenlistment rates and 
with regard to failure of young officers to apply for regular commis- 
sions. 

On that theory and for that reason, and that reason practically alone, 
although the cost of living has gone up, the bill that was submitted to 
this committee provides increases on a career pattern at critical points 
to induce enlisted men to stay on active duty, stay in the service, and 
to induce young officers to make a career of the service. That is the 
whole theory of the bill. 

Now, those retired people were given a 6-percent increase which 
would then restore to them the amount of increase that this House 
originally passed in 1952, slightly over that, because the 6 percent also 
applies to the 4-percent increase they got in 1952. 

The cost of living for practical purposes has not gone up since 1952 
to any appreciable extent. 

Therefore, it is not, in my opinion, sound to say that we are being 
unfair in any respect to these retired people. 

Mr. Kintpay. At that point, Mr. Chairman, we are not being unfair 
to anyone here. We are being very just and adequate. The question 
we had before us was whether we were going to give them a new 
election. 

I don’t know of anyone who took the position in 1949 that because 
we provided an election at that time, that in every subsequent pay 
bill there would be a new election. As a matter of fact, it was the 
exact contrary. At that time, inasmuch as we were changing a long- 
established retirement system to a new one on the basis of the percent- 
age of disability, that we felt in justice at that time that they should 
all have the right to come under the new law or stay under the old, 
whichever was to their advantage. 

Now, in this bill, as I said when I started, it will help a great deal 
to understand it if we remember what type of bill it is. It is a career 
incentive bill. 

We had no complaints in 1952 of a 4 percent increase to the retired 
personnel. 

It is true that some of the retired people—one of the organizations 
is insistent upon an election, as the hearings will reflect. Of course, 
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when—as I have told you, here we are passing a law for the purpose 
of retaining a lieutenant in the service, an incentive for a career—but 
when we increase the first lieutenant and second lieutenant 23.33 and 
25 percent, respectively, then you have the advocacy of an election of 
this kind. 

You see, nothing like that was done in 1952. But we can’t hold 
out an incentive to a man who has already served and retired. There 
isno incentive for him. He isstationary in his position. 

Then we are relegated to a position of what is right and just, and 
I think 6 percent is right and just on top of the 4 percent in 1952. 

(Chorus of Mr. Chairman.) 

The CHairMAN. One ata time, then. 

Mr. Cole. 

Mr. Corr. We can understand, then, the increase in the retired pay 
of those already retired is not based on incentive ? 

Mr. Kinvpay. That is right. 

Mr. Coir. That is based on merit and justification. That was the 
recommendation of the committee 3 or 4 years ago, an increase of 10 
percent. 

Mr. Kitpay. That is right, of which they got four. 

Mr. Corr. Of which, as an eventual outcome of the conference, they 
got four. 

Mr. Bianprorp. That was with respect, Mr. Cole, to all retired 
persons. 

Now, I do not want to leave the impression with the committee that 
individuals drawing retirement pay under the Career Compensation 
Act. will not benefit. Because traditionally we have always tied our 
retired pay in with the pay scale then in existence. 

The Cuatrman. That is right. 

Mr. Bianprorp. These pay scales will be in existence. Therefore 
anybody drawing retirement pay under the Career Compensation Act 
will draw these increases. 

Mr. Coir. Automatically. 

Mr. Bianprorp. Automatically. 

The CuarrmMan. That is right, retiring after 1949. 

Mr. Buanprorp. Yes, sir. 

Mr. Devereux. Mr. Chairman. 

The Cratrman. General Devereux. 

Mr. Devereux. At that point of retirement pay, did not the com- 
mittee consider it was an incentive to keep people on and going into 
a career, and after they reached a retirement status they would be 
considered and taken care of / 

Mr. Kiwpay. I think that is right. And I think it is quite an in- 
centive to know that when you retired prior to 1949—and the active 
duty personnel got an increase in 1942—that the person previously 
retired got 4 percent, and that it is also an incentive to stay on and 
retire, and that in 1955 we propose a pay increase they get 6 percent, 
I think that is rather generous under retirement. 

The CuarrMan. Go ahead, now. 

Mr. Rivers. Mr. Chairman, I wonder if the Captain would point 
out for the committee, where that brigadier general with over 30 years 
service gets $107.46—is that the place ? 

Captain Martineau. The brigadier general with over 30 years serv- 
ice would be shown right here. 
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Mr. Rivers. I think the report has a little mistake in it. It has 
$107.46. It should be $107.64. 

The CuatrMan. Well, we will correct that. 

Now, Captain, go to your next chart. 

Captain Martineau. Check that, sir 

The CuarrMan. Go to your next chart. 

Captain Martingav. Now the next chart, Mr. Chairman, shows 
in the top line in black the pay scales that were recommended by 
the subcommittee that are in the revised committee print now before 
you. 

The red line shows again existing law. 

The third line here shown in blue is the dollar difference under 
this proposal and existing law, and finally the bottom line here in 
each of the grades shows the percentage increase for each of the 
grades. 

And you will note here, following the remarks of Mr. Kilday, that 
for officers with less than 3 years of service there is no increase over 
existing law. 

However, the officer who completes 3 years’ service—and that com- 
pletes his period of obligation. That is the point at which he elects 
either to go back to civilian life or to stay on in the Armed Forces. 
And we want very much for that young officer to stay, because of 
his experience and training that he has absorbed. 

Now, as an incentive, then, to the second lieutenant who has com- 
pleted those 3 years, we are proposing, the subcommittee is proposing 
a 25-percent increase in pay, or a dollar increase of $59. 

The first lieutenant who completes 3 years’ service will also get 
a large percentage and dollar increase—22 percent and $61. 

Likewise, following up the career at what we call the selective 
points—because we not only want to give this second lieutenant :n 
immediate increase for today, but we want him to be able to look 
forward to tomorrow and day after tomorrow, in other words, the 
Jater grades, and have it seem worthwhile for him to stay on and 
make a career of it. And that is the whole philosophy of this bill. 

And as the members will see, the percentages shown at the bottom 
here are greater than at other points, because those are the normal 
promotion points. And they gradually decrease as time goes on, that 
they spend in the grade. And in the higher grades, as we come up, 
the percentage is smaller 

The CHarrMAn. Now, Mr. Kilday—any further charts? 

Mr. Kinpay. Oh, yes. 

Captain Martineau. Well, we have the same thing for the war- 
‘ant officers and the enlisted, if you care to see them. 

Mr. Kintpay. I want to make some comments on the under 2 and 
under 3, after we have seen the warrant officers and enlisted charts. 

The CuatrMaN. Put on your next chart. 

Captain Martineau. I would like to go now, Mr. Chairman, to the 
warrant officers and follow exactly the same procedure. Here we have 
shown on the top line the present pay for the warrant officers. There 
are now four grades of warrants as provided by the law that was 
enacted and considered by this committee last spring. 

The blue line here shows the proposed pay scales that were in the 
original bill as it came to the subcommittee. 
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Now the subcommittee made quite some extensive changes in the 
warrant officers’ pay scale. 

First off, the bill itself, the original bill, proposed an extra increase 
for the enlisted man who has been promoted into the lowest warrant 
grade, the reason being that the differential between the highest 
enlisted grade—the master sergeant and the warrant officer is so small 
under existing law that men are actually losing money by being 
promoted into the warrant grade. That was recognized, and an 
extra dollar increase was put in for this lowest warrant grade. 

However, the subcommittee, considering that matter, further noted 
that by increasing only the W-1 grade, that it narrowed the differen- 
tial for promotion into the W-2 and W-3 grades. 

So to increase the incentive to make a higher dollar increase, to 
give a man more to look forward to, the subcommittee put further 
increases into the W-2 and the W-3 grade. 

Mr. Kitpay. Of course, Captain, that carried out the pattern that 
had been set for officers ? 

Captain Martineau. Exactly, sir. 

Mr. Kirpay. The step increments for officers. I believe it was 
actually an oversight on the part of the drafting team, was it not, 
that the pattern followed for officers and the Warrant Officer Act, the 
Arends bill of last year, was not followed. 

Captain Martineau. I am afraid, Mr. Kilday, that the draftees of 
the original bill did not give suflicient weight or consideration to the 
warrant officer bill that was considered and enacted last spring, 
whereby now for the first time warrant officers are subjected to the 
selection process. ‘They must be selected for promotion after not 
more than 3 years in the lower grade. If they are not selected, by 
law they must go out. 

Likewise, they must spend not more than 6 years in the W-2 grade, 
and not more than 6 years in the W-3 grade, and finally they will 
finish up in the W—4. Because as thie members know, everybody who 
comes into the warrant grade in the first place has got considerable 
enlisted service already. 

Mr. Kiipay. For which he gets credit. 

Captain Martineau. For which he gets credit. 

Mr. Kitpay. Mr. Chairman, on this point of warrant officers, in 
some of the services warrant officers have had a pretty hectic time; 
that is, at times the grade has been expanded and then reduced to 

practical extinction, and so on. In the last Congress—Mr. Arends’ 
bin and before his subcommittee—we established a career pattern for 
warrant officers, to bring stability into the grade. They are a very 
useful group of men. As the captain has said, he has to have long 
enlisted service before he qualifies for a warrant grade. 

And in the past there has been a stagnation. We are hopeful that 
with the warrant officers’ bill of last year and pay patterns corres- 
ponding to that bill and also to the officer pattern, that we will have 
established this grade on a permanent, firm basis that offers an excel- 
lent career and really a real incentive to the enlisted man who can 
never see himself becoming a commissioned officer, but he can see him- 
self becoming a warrant officer. It would be a real incentive to hint 
to remain as an enlisted man and qualify for a warrant officer and see 
a career of this kind available to him, and he earns every penny he 


gets. 
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Mr. Van Zanpvr. Will the gentleman from Texas also point out that 
the bill last year provided for selection, immediate selection by which 
the dead timber has been removed and we have now nothing but the 
best of warrant officers in the services? 

Mr. Kupay. That is right. That is what I meant when I referred 
to stagnation. 

Mr. Van Zanvt. That is right. 

Mr. Kitpay. And some men can go to sea. 

Mr. Gavin. At this point, Mr. Kilday, will you explain this whole 
program is returning pretty much back to the Hook committee rec- 
ommendations that were presented in 1949 and got away in the Senate 
and we are now coming back. 

Mr. Kitpay. That is right. There are 2 things—I guess really 3 
things that affected the Hook Commission pattern. First was the 
action of the committee in not going along with all of the pay scales 
recommended by the Hook Commission. 

The next thing was that our bill was recommitted. 

The Cuarrman. Yes. 

Mr. Kirpay. In the House. We had to bring it back to the com- 
mittee and make some percentage reductions that none of us really 
liked, because we were sold on the idea of the Hook Commission re- 
port of a permanent pay situation which could be increased in the 
event of an increase in the cost of living or for even incentives or what- 
not or should that time ever come, decreased, there should ever be a 
decrease in the cost of living. 

Now this bill attempts to get back to the pattern recommended by 
the Hook Commission. 

The Cuarman. Go ahead, Captain, with your next chart, for en- 
listed personnel. 

Captain Martrneav. This is the next chart on the warrant, that 
will show the percentage. This is the warrant picture, again, Mr. 
Chairman. Here we compare the committee proposal with existing 
Jaw and show on the third line in blue the dollar increase and finally 
the percentage increase. 

Mr. Kawpay. Mr. Chairman, these charts will be available. I think 
it is important that we get to the enlisted pay scales, where we should 
perhaps spend as much time as is needed. 

Mr. Van Zanpr. What is your highest percentage of incentive in- 
crease there ? 

Captain Martineau. The highest percentage for the warrant ofli- 
cers, Mr. Van Zandt, would be for the W-1 grade with over 12 years’ 
service, who gets a 221% percent increase over present pay. 

Mr. Corr. Mr. Chairman, may I ask Mr. Kilday if there was any 
kind of formula the subcommittee used in increasing the pay of par- 
ticular grades? Was a percentage—— 

Mr. Kitpay. Of the warrant officers ? 

Mr. Cote. Well, warrant or officer or any of them. 

Mr. Kitpay. Yes. I have set that out here in what I read. 

I would like to have Mr. Blandford give that. 

Mr. Bianprorp. Well, it is a rather complicated situation, Mr. Cole. 
What they did: They took the original Hook Commission proposal. 
When the House recommitted the original bill that this committee re- 
ported, we were required to reduce pay to this extent: 
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Officers by 5 percent. Warrant officers by 3 percent, and enlisted 
personnel by 2 2 percent. 

Now, in attempting to go back to a sound pay system which will 
keep people in the service—and you had to use some type of a formu- 
la—they went back to the original Hook Commission ‘and they added 
to that the 4 percent that we “granted in 1952 and then looked at the 

career pattern and in the increment stages; that is, over 2 years of 
service until you get up to 18, and then 4 years, every + years there- 
after 

Mr. Kuay. How much is an increment ¢ 

Mr. Bianprorp. The increment is $7.80 for an enlisted man and 
$15 for an officer. In other words, an officer who stays in grade, the 
same as in civil service, receives more money up to a certain point in 
the pay scale. A first lieutenant will stay in grade, we will say for 
8, 10, or 12 years, and every 2 years he gets a $15 increase per month. 

Up to a certain point where he has reached what is considered maxi- 
mum progress, and if he hasn’t been promoted, he is not entitled to 
increments thereafter. The same thing in the pay scales for enlisted 
personnel and for warrant officers. 

Now, recognizing the urgency of the situation, recognizing that 
the enlistment rate in the Navy “is the lowest in the recorded histor 'y 
of the Navy, recognizing that the reenlistment rate in all of our armed 
services is one-half of what it was in 1949, and that our applications 
for regular commissions from among qualified officers, Reserve officers, 
in ROTC graduates, honor graduates, distinguished graduates, and 
recognizing the resignation rate is going up—recognizing all of those 
things, the drafters then took another look at their pay scales and 
decided that in certain instances they would double the increments, 
at certain critical points. In other words, at a point where a man 
would say, “Well, I am not going to stay in this business, I don’t 
get enough, I can go out and earn more, I will give up 6 or 8 years 
and I will get out. The most I can expect to get is another $15.” 

Mr. Brooks. Russ, can I ask you this question? How did they 
arrive at the figures for the increment ? 

Mr. BuanpForp. Well, the increment figures were originally arrived 
at by the Hook Commission, but I think that that was based upon the 
tradition of the 1922 Pay Act. We have had it for a long time. Then 
the 1942 act. They had fogeys every 5 years, if I am not mistaken, 
up to 1942—or was it every 3 years? 

(Chorus of “3 years.”) 

Mr. Buanprorp. They had the fogey system; what they used to call 
fogeys, and that went up to a certain maximum. I think they went 
up to 35 percent—well, from a certain grade of enlisted and then 50 
percent for officers, I think is the way it was. ; 

Mr. Jounson. Was that enlisted rate a percentage increase or 

Mr. Kitpay. This was a dollar amount. The Hook Commission 
took a lot of factors into consideration and arrived at an arbitrary 
figure. 

“Mr. Jounson. What I was asking him was about the enlistment 
rate. He says it is the lowest it has ever been. 

Mr. Bianprorp. The reenlistment rate in the Navy is the lowest in 
the recorded history of the Navy. 

Mr. Jounson. In percentage or in numbers? 
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Mr. BuanprForp. In percentage. Not in numbers, obviously 

The CHarrman. In what grade is the double increments ! 

Mr. Buanprorp. Well, in the enlisted grades you will find—start, 
I think, with the E-3. There is a double increment for the E-3, at 
over 3, moving from 0-3 to the over 4. Then there is a double incre- 
ment for the E-4 who completes more than 3 and moves into the 
over 4. The same thing for the E-5. 

Mr. Kitpay. You see, that the man we want to make particular 
effort to get 

The Cuairman, That is right. 

Mr. Kitpay. He has moved up to corporal. 

The Cuatrman. That is right. 

Mr. Kixpay. He has assumed responsibility and responsibility of 
command. He is the fellow who has shown that he is temperamentally 
suited for military service, and he has the aptitude for military serv- 
ice. He is the fellow we want to keep. 

Now, I would like to at this point, with the other chart, I believe- 
this is the increment, if you want to follow that further. 

The CHarrman. No. We are through with that. We all under- 
stand it. 

Mr. Corte. Do I understand, then, the only independent action the 
subcommittee took, other than an effort to establish as a pattern the 
recommendations of the Hook Committee—but above that the sub- 
committee independently recommended double increments in certain 
critical categories ? 

Mr. Kitpay. No, that is not quite correct. That is why I wanted 
this chart, and I wanted to say a few words about it. 

This was in connection with what I had to say as to the title of this 
bill—Career Incentive Act. 

Now, under the bill as it came to us—that is not on there. But 
anyway, the other chart reflected that. But anyway, as it came to us, 
the E-1 with 4 months of service, no pay increase after 2 years, you 
will see that we have carried it out through his career. The committee 
inserted that. 

Now, here is what I want to point out: As to the enlisted man with 
less than 2 years of service and the officer with less than 3 years of 
service—of course, we only have a relatively small percentage of our 
people who are willing to undertake a military career. Of the num- 
ber of the percentage willing to undertake it, there is even a smaller 
percentage who have the aptitude to follow a military career. So 
long as we are maintaining a large military establishment, we are 
going to have to prepare a career that will attract the maximum num- 
ber of those persons who are temperamentally suited and who have 
the aptitude in order to maintain anything like the numbers which 
we must maintain. 

Now, in time of war you can’t pay a man to get killed. And in 
time of peace you can’t perhaps pay a man for his—adequately pay 
a man for 2 years taken out of his life and out of his civilian career. 
Therefore, you are relegated to giving him a reasonable amount for 
his personal needs. | 

Relatively few draftees have dependents. So it would not be to 
anyone’s advantage to attempt to pay them all to take care of the de- 
pendents of the relatively few. So you can’t put that in your pay 
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scales. You must go to an allotment and an allowance act to take 
care of the relatively few who have dependents. 

As to the man who is going to be a lawyer, engineer or a doctor and 

takes out 2 years to ‘oer this service to his country, you can’t com- 

pensate him by adding to his monthly pay. Then you are relegated 
to such things as Congress may determine under a GI bill or some- 
thing of that kind. 

So in attempting to project a career basis here, and realize that with 
oe 3 million enlisted men, a $1 a month increase means 

$36 million a year and you haven’t done anybody any good. 

The Cuatrman. Yes. 

Mr. Kinpay. A $2 increase and you have spent $72 million. By the 
time you get to $6, I think you get to maybe $180 million. And 
you have done relativ ely little good. 

So what we are attempting to ) do here is to say to the fellow who has 
completed 2 years of service as an enlisted man or 3 years as an officer : 

“Here is this increased amount of pay,” and hope with the steps going 
up above it—suppose he is caught in a combat regiment where they 
have a tight table of organization and he can’t see that he is going to 
make sergeant within the next 2 years but he does see that notwith- 
standing his tight table of organization, which permits him to stay in 
and that is one of the definite things that is being attempted 
at ‘this time, is to build up the pride of or eanization—that he can still 
stay there, and if the sergeant ahead of him falls out, still he will get 
a pay increase. But over and above everything else, for every one of 
those men who has served 2 years obligated service—he has no choice. 
He must serve 2 years because it has been imposed on all of those. 
But for every one of those that we can succeed in signing up and enlist, 
we eliminate one draftee. And I think that isa highly desirable thing. 
I think it is what everybody wants to get to. And some day we hope, 
when the condition of the world permits it, we would then have a vol- 
unteer service. 

The same thing with reference to the lieutenant. 

And before I leave it, these fellows aren’t going to stay as privates 
during all that 2 years. They are going to be promoted. Relatively 
few, with all the turnover of people going on, will stay stationary. 
The vast m: jority will be increased. And we hope it will be sufficient 
to attract them to stay on. 

Mr. Arenps. Could I ask my chairman—— 

The Charman. Yes. 

Mr. Arenps. The rumor that I have heard was that there is going 
to be an effort to increase that. 

Mr. Kitpay. No; I haven’t heard that. 

Mr. Arenps. I hope they resist it. 

Mr. Kitpay. Well, it is my purpose to resist it. It is not any idea 
of not paying these boys. 

Mr. Arenps. That is right. 

Mr. Kirtpay. More money. As I said, if you give them a dollar. 
you spend $36 million a year. You can’t just give it to the bottom man. 

Mr. Arenps. No. And under your explanation. 

Mr. Kipay. If you give it to the bottom man, you have to go all the 
way up. 

The Cuarrman. Mr. Van Zandt. 
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Mr. Van Zanpr. Mr. Chairman, may I ask Mr. Kilday: You have 
not destroyed the initiative of the individual concerned in building 
for promotion, have you? 

Mr. Kinpay. I think we have increased his enthusiasm. 

Mr. Van Zanpr. So within that 2-year period, if he goes from 
E-1 to E-2, that is his privilege. 

Mr. Kinpay. Oh, yes. 

Mr. Van Zanpr. All right. 

Mr. Kitpay. The captain ¢ un give you some idea of a typical career. 
If that fellow is pretty bright and hi ardworking and behaves himself, 
he will be a corporal. 

Mr. Van Zanor. | am thinking of a signalman who goes into class 
1, 2, and 3, but still he is in E-1; what is the differential of pay there / 

Captain Martineau. Well, E-1—he remains an E-1. He starts out 

at $78 a month. He can get promoted before 4 months, but the law 

says that at the end of 4 months he must be increased to $83.20. Right 

now in the Navy, for instance—the other services are very similar—a 
recruit comes in and at the end of 10 weeks he is promoted to E- 

Mr. Van Zanpr. That is what I wanted to get. 

Captain Martineau. At the end of 6 more months he goes to E-3. 
At the end of another 6 months he is eligible to take the navywide 
competitive examination for E-4, which is the lowest petty officer 
grade. That is the corporal in the Army. And he competes there- 
after for promotions. 

Now, enlisted promotions, by and large, are much more rapid than 
they are for the officer grades, 

In the Navy, again, “for instance, at the end of 4 years—all of the 
men coming into the Navy must sign up for a 4-year enlistment. That 
is the point at which we lose them in the Navy. At the end of that 
time, 70 percent of the men going out have attained the grade of EK-4 
or higher. Thirty percent of them have attained the grade of E-5. 

So it does not mean that men are remaining down here in this 
relatively low-pay grade during the entire time they are in service. 
They go up and they go up fast. There are some few men—2 percent 
of those who are now going out of the Navy have attained E-6 in their 
first 4 years of service. And the other services have similar experi- 
ences. 

Mr. Kinpay. I can’t imagine anything that the average high-school 
graduate can look forward to that would give him more assurance of 
an attractive career. If he would go into the service and put in the 
same amount of effort and work that he would put in in civilian life, 
he can’t find anything that will compare to what he can do within 
that time, and be assured of a 50-percent retirement at the end of 
20 years and 75 percent of retirement at 30 years when he is 46 years 
of age. I don’t know of any profession he can go into— 

Mr. Van Zanpr. Mr. Chairman. 

Could the commander give us the same rundown on the Army 

Mr. Smart. The captain. 

Mr. Van Zanpr. The captain, pardon me. 
same rundown on the Army ? 

Captain Martineau. Yes, sir. 

Mr. Snort. I think that point the gentleman from Texas brought 
out certainly should be stressed in his statement on the floor of the 
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House. And while everyone recognizes the necessity of increasing 
the pay, pay is by no means the answer to all the problems of the 
incentive career. 

Mr. Kitpay. Let us all remember this in connection with what the 
gentleman from Illinois said as to increasing the lowest rank. The 
cost of living does not affect these boys. They live on the post. They 
live in barracks. They get everything furnished them except their 
haircuts and their toilet articles. This is absolutely net pay, except 
that he must pay for his barber service and his toilet articles. 

The Cuarrman. Now, Mr. Kilday, let’s take—— 

Mr. Van Zanpr. Mr. Chairman, the captain is just ready to answer 
my question. 

The Cuairman. All right, let him. 

Captain Maritneau. All right, sir. 

The average time in grade for the young man who comes into the 
Army 

Mr. Van Zanpr. What is his rank or rate ? 

Captain Marrineav. He starts off as a recruit with the E-1. He 
comes in and he starts off at $78 a month. And at the end of 4 
months 

a Van Zanpr. That is a private? 

Captain Martineau. That is a private. He is a private. At the 
end of 4 months he is being promoted into E-2 

Mr. Van Zanpr. Asa corporal ? 

Captain Martingav. No; E-2 is a private; private, first class. 

Mr. Van Zanpvr. First class. 

Captain Martineau. Itisa private. Private first class in the Army 
is K- 

At the end of 4 months he is being or he can be promoted, and most 
of them are, into the E-3 grade. He spends 6 months in the K-35 
grade, when they go up into the E-4 grade. 

Now, E+ grade is the sergeant in the Army. 

This is the staff sergeant, the technical sergeant, and the master 
sergeant. 

So the average young man in the Army is spending 4+ months in this 
K—1 grade, 4 months in the E-2 grade, 6 months in E-3, 5 months in 
the E+4 grade, 10 months in the E—5, and 12 months in the E-6 grade, 

Mr. Van Zanpt. Now, in general this would apply to the Air Force 
also ¢ 

The Cuairman. That is right. 

Mr. Van Zanprt. As well as the Marines? 

Captain Marrineav. It is very similar. Each service has a some- 
what different career pattern. 

In that connection I might say, sir, Mr. Kilday referred to the 
urgent necessity for providing a greater career incentive. In the 
Navy today, of all of our enlisted men, 70 percent of them have less 
than 4 years of service. Now, that is an indication of the experience 
level in the Navy today. T hat. is what is required to maintain our 
aircraft, to maintain this tremendously complex electronics equipment 
and scores of other things. 

In the Army the experience level: 80 percent of the Army have less 
than 4 years of service. 

The Air Force is between 70 and 80 percent. 
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That is the experience level of the people in our armed services to- 
day, and it is a critical problem. 

Now, what we are trying to do, really, by this bill is to raise that 
experience level. And certainly no one at all would be against rais- 
ing the pay of people in the lower ranks, provided we had the money 
to do it and if we are going to accomplish anything. 

But I would like to point out that these selective service laws are 
bringing people in to service, as Mr. Kilday pointed out, but we are 
losing them at the end of that obligated service. And this is where 
we must have them, and we are getting into serious shape unless we 
can keep more men in these middle grades. 

The CuarrmMan. Now, Captain, get your—— 

Mr. Witson. Mr. Chairman. 

The CuarrmMan. Mr. Wilson. 

Mr. Witson. We have talked about the low reenlistment rates as the 
main justification for this bill, and I guess it is, but let’s not overlook 
the fact that this is not just another reenlistment bonus-type bill. This 
is a two-way incentive bill, not only to get the men to reenlist but to 
keep them in and give them a chance to work up. It works both ways, 
not only to extend their enlistments but to get them to give them an 
opportunity to step upward. 

The CuatrmMan. Now, Captain, have you a chart here on incentive 
pay for members assigned to hazardous duty ? 

Captain Martineau. Yes; we have. 

The CuatrmMan. Put that up. 

Captain Martineau. I would like to have Colonel Corbin of the Air 
Force explain this. 

Mr. Arenps. Alongside with the possibility of promotion, which we 
passed last year, where a man who has it and who merits it, can earn 
these promotions, plus all these reenlistment bonuses, which are very 
substantial today, plus the pay increase bill, if we can’t get the boys in 
the services today, I don’t know where we can turn. I think we 
opened up many avenues for boys to enter the services. 

Mr. Kitpay. If I may, Mr. Chairman, I think a big incentive will 
be, should be, the fact that Congress last year in the reenlistment bonus 
and this year in the adjustment of pay is showing a sufficient amount 
of interest. 

The CHarrman. That is right. 

Mr. Kixpay. It is a great incentive. 

Mr. Rivers. Mr. Chairman, this is only one thing. There are other 
factors in the field of so-called fringe benefits. Hospitalization and 
medical care for dependents, as well as housing, is another. 

The Cuairman. Explain the chart where men are permitted to per- 
form hazardous duty. 

Colonel Corsrx. Mr. Chairman, I am going to explain first the de- 
velopment of this chart because it is a little complicated. 

Under the Career Compensation Act we have here the grade shown. 
This is the pay for all major generals. This was the flying pay for all 
brigadier generals. And so on down the line. $100 a month was the 
pay for all second lieutenants. 

Mr. Norsiap. What does CCA mean ? 

Colonel Corsrn. Under the Career Compensation Act, that is cor- 
rect. 
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A new theory was adopted by your subcommittee, and that was that 
hazardous duty pay should bear a relationship to basic pay. 

The background of the theory is of course you could hire a man for 
$50 who received $100 basic pay to take a risk. You could not hire a 
man for the same amount receiving $400 a month. 

Using selected years service and taking the Career Compensation 
Act rates—and these selected years service are where most of the men 
flying fall in their present grades—and taking the basic pay, they de- 
veloped a ratio. This is the ratio of the Career Compensation Act 
rates to the Career Compensation Act basic pay. 

Next slide, please. 

Taking these ratios and making what amounts to a more uniform 
curve, reducing the colonels and raising your second and first lieuten- 
ant, your captain, and your major, where your critical need for fliers 
is today and where we are losing some 4,500 this year, these ratios came 
out. 

Now, the new proposed basic pay that has already been presented is 
shown here at these selected years service. Multiplying the rates by 
the basic pay, we arrived at these amounts. 

And we will now show you the officers charts with those imposed 
on it. 

These areas indicate the selected years service and show the result 
of the multiplication, the old or the Career Compensation Act pay in 
red, the committee proposal in black, and this area down here I wanted 
to point out especially because we used a 3-year point for a second 
heutenant. 

Your brand-new second lieutenant, of course, gets no increase be- 
cause we are multiplying the percentage by no increase. 

However, remembering that this is a volunteer service, this man does 
at the end of 2 years—and that is opposed to the general theory of the 
basic pay—get a slight increase in basic pay. 

Mr. SHort. Your increase for hazardous pay goes up to lieutenant 
colonel and then it tapers off, goes down from above lieutenant colonel. 

Colonel Corstn. That is correct; yes, sir, on those developed per- 
centages. 

The CuatrmMan. Now, thank you very much. 

Any more charts? 

Colonel Corstn. I have both the warrant and enlisted scale. 

The Cuarrman. All right, let’s see those right quickly, then. 

Mr. Van Zanpt. While we are waiting on the chart, Mr. Chairman, 
may I ask the Colonel ? 

Colonel Corsrn. Yes, sir. 

Mr. Van Zanpvr. Just how far does this hazardous pay apply? 
Now, you have mentioned flight lieutenants, and so forth. Iam chink. 
ing now about the frogmen, and so forth. Does this hazardous pay 
go down into that group ? 

Colonel Corsrx. This applies only to crewmen of submarines and 
airplanes—crew members. That is, they are required to fly with the 
airplanes. They are required to serve in submarines to get this 
pay. ap 

Mr. Van Zanpt. The question is: Does hazardous pay apply to the 
frogmen ? 

Colonel Corstn. Not this hazardous pay; no, sir. There is a differ- 
ent rate, and there is a proposal in this bill. 
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Mr. Van Zanpr. All right. 

The CHarrman. Go ahead, Colonel. 

Colonel Corsrn. This shows the same thing for warrant officers 
with selected years service, the basic pay of the Career Compensation 
Act, the ratio developed; the new ratios, increase for warrants, the 
proposed basic pay, and the resulting flight and submarine pay. 

This whole chart is in the new pay scale. These are the points that 
we used. 

Remember that all of these are derived by merely multiplying 
ratios. 

For enlisted [indicates chart]. 

The Cuarrman. Any more? — 

Colonel Corsin. This is the enlisted chart showing the same de- 
velopment. The new percentages. And you will notice a very large 
increase down at E-1. That was proposed by the subcommittee to 
bring up the flying pay of this man, of whom the Air Force now 
has some. They didn’t use to. It was below the flying pay of the non- 
crew member. 

All right, now the whole chart. 

And this is the whole chart, the career pattern being shown here. 
There is no increase beyond this point. That is the optimum years 
service for flying. 

The Cuarrman. Thank you very much, Colonel. 

Colonel Corprn. Yes, sir. 

The Cuarrman. Now, Mr. Short, have you a matter that you want 
to address to Mr. Kilday with regard to probably what is set out in 
the Seely-Brown bill? 

Mr. SHorr. Yes. 

The Cuamman. That he has submitted. 

Mr. Suort. Well, briefly, members of the committee, there are 125,- 
000 service families who are now living in mobile homes. There has 
been provision made, of course, in this bill for dislocation allowances. 
The question is whether or not the service families living in mobile 
units should be given equal treatment with servicemen who are living 
in houses. And under the terms of H. R. 3827, a different bill, intro- 
duced by Congressman Horace Seely-Brown, the service personnel 
owning mobile homes would be placed on equal terms with their 
fellow servicemen whose furniture and possessions are moved at Gov- 
ernment expense. 

Mr. Kizpay. The Seely-Brown bill is not contained in this bill, nor 
its provisions carried in it. Of course—— 

Mr. Sort. If the gentleman will permit, the Comptroller General, 
I think, has ruled—and the Department of Defense also—that under 
existing law there is no authority whereby they can pay for transport- 
ing a trailer or a mobile home, as such, nor is there authority in the 
present law for transporting baggage and household goods in such a 
house trailer. 

The CHatrMAN. Now, why wouldn't this be a nice solution of it? In 
view of the fact that—no doubt it is germane, but in view of the fact 
that it covers a phase that has never heretofore been dealt with in pay 
bills, why not have Mr. Kilday’s subcommittee take the Seely-Brown 
matter and have a hearing on that, and if they find they are in favor 
of it, then report it as a separate bill ¢ 
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Mr. Kitpay. Well, that was the attitude of the committee, that it 
is novel. It isa new departure. It should be considered in a separate 
bill We have got about all we can pray over now. 

Mr. Sort. That is right I might say I brought that up because 
former Senator Scott Lucas, of Illinois, who is interested in this— 
he represents a firm. He pointed out it doesn’t help the manufacturing 
trailer industry as much as it would help the individual serviceman. 
There are 125,000 families who are more or less discriminated—#- 

Mr. Kitpay. Senator Lucas’ statement is in the record. 

The Cuairman. Is it? 

Mr. Kitpay. Yes. 

Mr. Suorr. Yes. I have a copy of it. 

But here is the point: As long as a man is moved and he is paid 
for transportation of his household goods and personal belongings, 
what difference does it make to us whether he moves by train or 
trailer or anything else? And he gives an illustration whereby men 
moving their household goods and effects by trailer can do it more 
cheaply than if they moved by rail. 

The CHarrMAn. I think 

Mr. Suorr. Of course, I am against anything that would increase 
or have a tendency toward promoting a nomadic army of people 
living in trailers. I think it is a bad thing. 

The CHarrMAN. That is right. 

Mr. Suort. I don’t like it. 

Mr. Rivers. Wait now, right there, Mr. Chairman—— 

The CuarrMan, Order. 

Mr. Suorr. A pancake is never so flat that it doesn’t have two 
sides. There are two sides to it. 

The reason I am bringing it up is not because it was introduced by 
a Republican from Connecticut or because of a former Democrat 
United States Senator from Illinois. I think both of them have some- 
thing there. 

The CHarrMAN. Wait 1 minute. I suggest, members of the com- 
mittee, that this not be contained in this bill. Let’s have this bill 
along the usual line of other bills. We will refer this bill to Mr. 
Kilday’ s subcommittee and respectfully request Mr. Kilday’s sub- 
committee to give consideration for advancing the bill and make a 
report at the e: earliest possible date that he and his subcommittee can 
do it. 

Mr. Arenps. Mr. Chairman, in being practical about the matter, 
is germane on the floor of the House. 
The CuarrMan. Of course it is germane 
Mr. ArRENDs. There may be a motion on the floor of the House. 
The Cuatrman. There may be. I think we should have a long 
hearing on it, a thorough investigation. If the House will just be 
patient, no doubt we will reach a decision on it. But it should not be 
included in this pay bill, even though it is germane. 

Mr. Kizpay. Mr. Chairman, if this bill passes during the interim, 
of course these people will get the advantage of the dislocation 
allowance. 

The CuarrMan. That is right. 

Mr. Kinpay. Which will be some help in this. 

Mr. Suorr. We can handle this similarly to the way we handled 
the Hinshaw bill, by means of separate legislation. 
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The Cuarrman. That is right exactly. Now, Mr. Miller. 

Mr. Mitier. Mr. Chairman, as long as we touched on this dislocation 
allowance, I would like to make this part of the record, that this dis- 
location allowance should be made promptly. Some question dur- 
ing the hearing came up as to the payment. If it is going to be some- 
thing that is going to be dragged out through redtape for 3 or 4 
months, it is losing its effect. These people need the money when 
they are moving. T think the services should take ¢ ognizance, if that 
is the thought of this committee; it should be paid promptly. 

Mr. BLAnprorp. It is in the report. 

The Cnarrman. Mr. Kilday, have you anything else on the bill you 
desire to present to the full committee / 

Mr. Kinpay. No. I want tosay, of course, we have to get to the floor 
before they convene. We have to get the thing filed. 

The CuarrmMan. Have you a motion to make / 

Mr. Kinpay. I have. Before making the motion, I want to suggest 
that we file a clean bill. We could have brought the marked up bill to 
the full committee so there would be an opportunity to see the changes, 
but 

The CuarrMaAn. You will have to get a number on that. 

Mr. Kinpay. That is right. 

The Cnarmman. Then we will consider parliamentarily that we are 
acting on a clean bill with a new number. 

Mr. Kinpay. That is right. 

The CuarrmaNn. All right. Without objection, it is so ordered. 

Mr. Kinpay. I move 

Mr. Gavin. At this point, I wonder, Captain Martineau, if you pre- 
pared the chart to show the cost of this bill for each individual branch 
of the service. 

Mr. BLanprorp. We have that. 

Mr. Kipay. It is in the record and it is set out in the record as a 
separate subject. 

Mr. Gavin. All right. 

The Carman. What is your next point, Mr. Kilday? 

Mr. Kitpay. I move a favorable report of the clean bill. 

The CuHarrman. Mr. Kilday moves that the bill to provide incen- 
tives for members of the uniformed services by increasing certain pay 
and allowances, which is now set out in H. R. 2607. 

Mr. Smarr. As amended. 

The CuatrMan. And that a new clean bill then be introduced with 
a new number; that it is reported favorably to the House with the 
recommendation that it pass. 

| Chorus of “Call roll.” } 

The Cuairman. All in favor when your name is called, vote aye, 
and all opposed vote no. 

Call the roll, please. 

( Rolleall) 

Mr. Rivers. We won. 

| Laughter. | 

Mr. Smart. Mr. Chairman, the vote is 32 yes and no nays. 

The CHamman. A quorum being present and by a vote of 32 to 
0, it is recommended that the bill be reported to the House favorably. 

Mr. Snort. Mr. Chairman, may it Naat be remembered by the 











members of the different branches of the armed services that the House 
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Committee on Armed Services is more generous in voting them in- 
creased pay than the Department of Defense recommended. 

[ Laughter. ] 

The Cuairman. Now, members of the committee—one minute, now. 
Tomorrow morning at 10 o’clock—— 

Mr. Durnam. Mr. Chairman, do you want to take up these two 
bills? 

The Cuarrman. Yes, sir. I haven’t gotten to it. 

Tomorrow morning Mr. Kilday and Mr. Short will appear before 
the Rules Committee to get a rule. 

Mr. SHorr (interposing). And Mr. Johnson. 

The Cuatrrman. Mr. Johnson. 

Mr. Suorr. Mr. Gavin. 

The CHarrman. Mr. Miller and whoever on the subcommittee 
wishes to go. But if you are not here at 10 o’clock tomorrow, I would 
like for you to leave your proxy so it can be counted on the vote for 
the shipbuilding bill. It is necessary to have a quorum here—— 

Mr. Rivers. To report it out. 

The CuarrMan. So we can act on the bill. 

Mr. Brooxs. Mr. Chairman, can I make one little announcement ? 

The CyarrmMan. Let me finish this bill, please, sir. I will give 
you plenty of time. 

Now, this bill is set down to be heard on Thursday. And Mr. Kil- 
day and Mr. Short will be in control of the bill. And I certainly 
trust that every member will be on the floor and at least every mem- 
ber that is on the subcommittee handling this bill will take an active 
part in presenting this bill to the House. 

Now, Mr. 

Mr. Suort. I wanted to ask that Mr. Arends be in charge of the 
bill for the minority. 

The Cuarrman. And Mr. Arends. I will announce to the Speaker 
that Mr. Kilday controls the time and Mr. Short will announce to 
the Speaker that Mr. Arends controls the time for the minority. 

I suggest that you and Mr. Arends and your subcommittee deter- 
mine how many hours general debate you need to present the bill. 
That is up to you. 

Now, Mr. Brooks. 

Mr. Brooxs. Mr. Chairman, before any members get away from 


the committee, I just want to announce there will be a meeting of 
Subcommittee No. 1 at 2: 30. 


The CHarman. All right. 

Mr. Brooks. I want to get notice to everybody. 

The CHarrman. Now, 1 minute. We have other business here. 

Now, the next matter on the agenda this morning is a report by 
our distinguished colleague from North Carolina, Subcommittee 
Chairman No. 3, Mr. Durham. 

Mr. DurHam. Mr. Chairman, your Subcommittee No. 3 met on 
February 24 for the consideration of two bills, H. R. 2121, which 
would provide relief for certain members of the Armed Forces in 
connection with charges for shipment of household goods from over- 
seas; and H. R. 3761, which would authorize the construction of a 
nuclear facility for the National Advisory Committee for Aeronau- 
tics in the Lewis Laboratory, Cleveland, Ohio. 
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Briefly stated, H. R. 2121 is made necessary by a limitation placed 
in the 1953 appropriations act whereby the amount of household 
goods which could be shipped at Government expense was changed 
by a limitation placed in the appropriations act while certain per- 
sonnel were overseas. In other words, some individuals took, for 
example, 10,000 pounds of household goods to an overseas station, 
but under limitation in the appropriations act could bring back at 
(jovernment expense only 9,000 pounds, the cost of shipping the other 
thousand pounds being dhargesiile to the individual concerned. The 
total cost is estimated to be $68,500 and the number of personnel 
affected about 680. The testimony indicated that the average pay- 
ment would be about $100 and that no single individual or small 
group would profit under the bill. 

The CuHatrMANn. How much money? 

Mr. Durnam. The total expense is $68,500. 

The CuarrMan. Without objection, the bill is favorably reported. 
And Mr. Durham will place it on the Consent Calendar. 

Mr. Duruam. The other bill concerned H. R. 3761, involving the 
nuclear reactor which had been removed from H. R. 2581, the National 
Advisory Committee for Aeronautics’ construction program for fiscal 
year 1956. Prior to and during the hearing the subcommittee had 
further opportunity to consider all aspects of this authorization, in- 
cluding its relationship to the reactor program of the Atomic Energy 
Commission, and reported the bill out favorably and without amend- 
ment. It is my thought, however, that in lieu of continuing action on 
this bill it might well become an amendment to H. R. 2581 over in the 
Senate. Mr. Kelleher has discussed this with the Senate committee 
staff and it appears that this may prove to be a reasonable solution. 

Mr. Chairman, I move favorable consideration of H. R. 2121 and 
also of the subcommittee’s suggestion as to the manner in which H. R. 
3761 would be dealt with. 

The CuatrmMan. That is right. I think the course suggested is a 
wise one. The committee will understand that Mr. Durham, who 
wanted to make some investigation in regard to this reactor, had it 
left out. We passed the other phase of the bill. Now, after investi- 
gating it, he thinks it should have been authorized. So this bill is an 
authorization of some $4.8 million. We will put it on the calendar. 
We will not ask fora rule. And if the Senate carries a reactor in their 
bill, we will call it up from the Speaker’s desk and agree to the Senate 
amendment. Is that correct ? 

Mr. Duruam. (Nods). 

Mr. SHorr. Mr. Chairman, I imagine that is the way you would 
have to do it, since it is in excess of $1 million. You couldn’t get it 
through by unanimous consent. 

The CuHarrMan. We won’t ask for a rule for the time being. 

Is there any other bill from your subcommittee, Mr. Durham ? 

Mr. Durnam. No. 

The Cuatrman. Now, Mr. Brooks. 

Mr. Brooks. Yes. Mr. Chairman, we have here H. R. 3014, which is 
by Mr. McCormack, of Massachusetts, to authorize the personnel of 
the Armed Forces to train for, to attend, and participate in the 2d 
Pan American games, the 7th Olympic winter games, the games of the 
16th Olympiad, future Pan American games, and Olympic games 
generally. 
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Now, that bill was considered by the subcommittee the other day. 
We have here a report from the Department of the Air Force which 
is signed by the Secretary. It is favorable to the bill. 

Now, when we took it up, the subcommittee proposed an amendment. 

I am going to ask Mr. Ducander to explain the amendment. 

But before I do so the purpose of the bill is to simply permit our 
armed services personnel to take part in the Olympic games. It is a 
valuable thing for the United States to be able to participate in the 
games and also to have the Armed Forces participate. As far as | 
um concerned, I want to see them go to the Olympic games and bring 
back the cups to the United States and not let them go to Russia. 

So I have been very strong for the bill. 

Mr. Rivers. Without objection. 

Mr. Brooks. Now, Mr. Ducander, could you explain that amend- 
ment / 

Mr. Ducanper. The bill as originally drawn had no limit as to funds 
to be authorized. The subcommittee felt it ought to write in a ceiling 
us far as money is concerned. 

The CuatrmMan. What is the total amount authorized to be spent 
for training or participating at the Olympic event / 

Mr. Ducanper. The total amount for the Department of Defense 
as the subcommittee amendment reads, is $800,000 over a period of 
4 years. 

The Cuairman. $800,000 for a period of 4 years. 

Mr. Ducanper. Yes, sir. 

The CuarrmMan. Now, I understand from Mr. Smart that this matter 
would probably have some amendments over in the Senate. 

Mr. Ducanper. Yes, sir. 

The CuatrmMan. The Senate committee is now considering it, and 
will probably have some amendments. 

Now, if you pass this by consent—you can get on the Consent Calen- 
dar—no doubt it will be before the Senate acts on it. But you have 
to bear that in mind. Or else we may wait before we call it up on the 
floor of the House and see what the Senate brings in and then accept 
the Senate bill instead of this bill. 

Mr. Ducanper. Yes, sir. 

The Cuarmman. Oragree tothe Senate amendment. We will watch 
that. 

Mr. Brooks. It is rather urgent. 

The Cuamman. Without objection 

Mr. Van Zanpr. Mr. Chairman, I would like to ask the question 
whether or not there is contained in the report any indication that 
this bill may include Reserves who may be called back to active duty 
voluntarily. 

Mr. Rivers. They are members of the armed services. 

Mr. Van Zanpr. Just a minute, now. 

Mr. Brooks. We had a report on your request, Mr. Van Zandt, while 
you were absent. 

Mr. Van Zanpr. Is that going to be incorporated in our report in 
the bill? 

Mr. Ducanper. If this committee reports the bill it will be included 
in the report. 

The Cuarrman. Without objection, the bill is favorably reported 
with the amendments, and Mr. Brooks will report the bill. We will 
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watch the situation in the Senate to see whether or not it is passed 
there before we take it up in the House. 

Now, the next matter of business is from Mr. Rivers’ Property Dis- 
posal Subcommittee. 

Mr. Rivers? 

Mr. Rivers. Mr. Chairman, your Subcommittee on Real Estate and 
Construction met on February 17 and 25, and again, as usual, early 
this morning and considered real-estate acquisition projects, an emer- 
gency construction project, and two classified construction projects. 

Briefly, the projects involve, in the case of the Army, land for a 
Nike installation in Seattle, leases in Baltimore, San Juan, and St. 
Louis, and partial approv: al of the Nike acquisition for Boston. 

The one Navy real-estate project involved the acquisition of land 
at the Marine Corps Air Station, Miami, Fla., and provides for the 
picking up of miscellaneous parcels within the installation which had 
not been acquired by the city of Miami at the time the city conveyed 
the airfield to the United States. The Air Force projects involved a 
transfer of an airbase at Columbia, S. C.; the renewal of two leases in 
New Mexico; the acquisition of land for runway extension and base 
expansion at ‘Bunker Hill Air Force Base, Ind.; the acquisition of 100 
acres of land at Altus Air Force Base, Okla.; and the acquisition of 
land for a radar site for Hanna City, Ill. 

The subcommittee also considered the expenditure of approximately 
$1.5 million at Moody Air Force Base, Valdosta, Ga., for emergency 
construction to rehabilitate a runway which is now closed because of its 
dangerous condition, and 2 Air Force classified construction projects. 

Mr. C hairman, if there is no objection, I will place into the record 
the details relating to these projects, and I move favorable considera- 
tion of Army real-estate projects Nos. 124 (partial). 125, 126, and 

127; Air Force real-estate projects Nos. 265, 266, 267, 268, 269, 270, 
and 271; Navy acquisition project No. 102; Air Force emergency con- 
struction project at Moody Air Force Base, Ga.; and two ‘Air Force 
classified construction projects Nos. 15-H and 1-E. 

(The project details follow :) 


REAL ESTATE AND CONSTRUCTION PROJECTS 
ARMY 
Acquisitions : 
No. 124. Fiscal year 1955 augmentation of Nike I, Boston defense area, 


Massachusetts. (Only those sites approved during subcommittee con- 
sideration. ) 


No. 125. Fiscal year augmentation of Nike I, Seattle defense area, Washing- 
ton. 


No. 126. (Lease) Armed Forces Induction and Examining Center, San Juan, 
P. R 


No. 127. (Lease) Army aviation field service office, St. Louis, Mo. 


NAVY 


Acquisition : 
No. 102. Marine Corps Air Station, Miami, Fla., for acquisition of 128 acres 


of miscellaneous parcels not acquired when major portion of station was 
purchased from city of Miami. 
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AIR FORCE 
Acquisitions: 
No. 265. (Renewal of lease) Hillen Building, 420 Fallsway, Baltimore, Md. 
No. 266. Guadalupe gunnery range, New Mexico, renewal of lease. 
No. 267. Congaree Air Base, S. C., transfer from the Navy to the Air Force. 
No. 268. Alamogordo bombing and gunnery range, New Mexico, renewal of 
lease. 
No. 269. Bunker Hill Air Force Base, Ind.; acquisition of 206 acres of land 
for runway extension and base expansion. 
No. 270. Altus Air Force Base, Okla.; acquisition of 100 acres of land for 
the construction of a 500—-unit Wherry housing project. 
No. 271. P-site 85, Hanna City, Ill.; acquisition of land for a radar site. 
Construction : 
Emergency construction, Moody Air Base, Valdosta, Ga., for runway rehabili- 
tation. 
Two classified construction projects Nos. 1-E and 15—-H. 

The Cuarrman. Without objection, the recommendation of the 
subcommittee is approved. And I might say that I have had the 
privilege of examining each and every one of these, and I think the 
conclusion is sound. 

Mr. Rivers. Mr. Chairman, I would like to say about my 
subcommittee—— 

The CHarrMan. Wait 1 minute. 

Mr. Rivers. Let me say, despite the early hour in which we meet, 
we have very fine attendance and quite a great deal of interest. And 
we continued the policy set down by the distinguished gentleman 
from Iowa, Mr. Cunningham. 

The Cuatrman. That is right. I hope Mr. Cunningham will be at 
every meeting and I hope the committee will be careful in all of these 
matters. 

Now, wait a minute. Now, Mr. Bennett, have you anything to say 
in regard to what you said on the floor of the House today ¢ 

Mr. Smart. He wants to be recorded for the bill. 

The Cuarrman. Oh, yes, Mr. Bennett is recorded favorably for the 
bill. 

Mr. Bennett. I wanted to be recorded. 

The CuarrMan. I read with much interest the statement you made 
about the bill you introduced yesterday. It is a very important bill. 
What subcommittee was it referred to ? 

Mr. Smarr. You haven’t referred it yet, Mr. Chairman. 

The CHarrman. What subcommittee is Mr. Bennett on ? 

Mr. Bennerr. Iam on Mr. Kilday’s subcommittee, No. 2. 

The CuatrmMan. Refer that bill to Mr. Kilday’s subcommittee. 

I want to ask Mr. Kilday, in view of the splendid service he and his 
subcommittee has just rendered, and for which we are all very grate- 
ful to him, that after we pass the bill this coming Thursday, I hope 
his subcommittee can go back to work on next Tuesday, as some very 
important matters have been referred to him. 

Mr. Kitpay. Can we have Monday off ? 

The CuarrMan. We will take a recess until tomorrow morning at 
10 o'clock, at which time there will have to be a quorum as we will 
have a vote on the ship-construetion bill. 

(Whereupon, at 11:45 a. m., the committee adjourned until 10 a. m., 
Wednesday, March 9, 1955.) 





aren PER 


































® orence Room 


[No. 9] 
FULL COMMITTEE HEARING ON H. R. 4393 


House or REPRESENTATIVES. 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Monday, March 7, 1955. 
The committee met at 10 a. m., Hon. Carl Vinson (chairman of the 
committee) presiding. 
ry” ¥ Y . 
The CHarrMan. Now, let the committee come to order. 
The purpose of the hearing this morning is to consider H. R. 439: 


(The bill follows:) 3. 


\[H. R. 4898, 84th Cong., 1st sess.] 


A BILL To provide for the construction and conversion of certain modern naval vessels, 
and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the President is authorized and directed 
to undertake the construction of, or to acquire and convert, the following modern 
naval vessels: 

One aircraft carrier of about sixty thousand tons, to be named United States 
ship Congress. 

Six destroyer leaders, each of about three thousand nine hundred tons. 

Seven destroyers, each of about’ two thousand nine hundred tons. 

Two nuclear-powered submarines, each of about two thousand three hundred 
tons. 

One nuclear-powered radar picket submarine of about four thousand six 
hundred tons. 

Four submarines, each of about one thousand seven hundred tons. 

One guided-missile submarine of about two thousand nine hundred tons. 

Landing craft not to exceed fourteen thousand tons. 

Two inshore minesweepers, each of about one hundred and twenty tons. 

Two escort vessels, each of about one thousand four hundred tons. 

Two ammunition ships, each of about seven thousand five hundred tons. 

One general stores issue ship of about seven thousand five hundred tons. 

Five patrol vessels, each of about sixty tons. 

Sec. 2. The vessels listed in section 1 of this Act have been previously author- 
ized by law and shall be charged against previously authorized and unobligated 
tonnage. 

Sec. 3. The President is further authorized and directed to convert from exist- 
ing vessels of the United States, the following modern naval vessels: 

Two aircraft carriers, each of about thirty-six thousand tons. 

Four aircraft carriers, each of about thirty-five thousand tons. 

One heavy cruiser of about fifteen thousand tons. 

One guided-missile light cruiser of about twelve thousand tons. 

One guided-missile destroyer of about two thousand, eight hundred tons. 

Twelve radar picket escort vessels, each of about one thousand, four hundred 


tons. 
Two cable repairing and laying ships, each of about four thousand, one hundred 
tons. 


One seaplane tender of about thirteen thousand tons. 
Four ocean radar station ships, each of about three thousand, six hundred tons. 
Sec. 4. There is hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, such sums as may be necessary for the 
construction, acquisition, or conversion of the foregoing vessels. 
55066—55—No. 9. 
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The Cuamman. Members. of the committee, we have the distin- 
guished Secretary of the Navy here with us this morning. I will 
ask the Secretary and his assistants to come around and make 
any statement he desires to make in regard to H. R. 4393. 

Mr. Secretary, it is a pleasure to have you here this morning. 

Mr. Norsiap. Mr. Chairman, may I ask a question, sir? 

The CHatrMAN. Yes. 

Mr. Norstap. Is it the intention of the Chair to call the Joint 
Chiefs of Staff before we conclude the hearings? 

The Cuairman. Well, we will talk about that later. We have the 
witnesses here before us now. 

Go right ahead, Mr. Secretary. 

Mr. Rivers. Which means “no.” [Laughter.] 


STATEMENT OF HON. CHARLES S. THOMAS, SECRETARY 
OF THE NAVY 


Secretary Tuomas. Mr. Chairman, and members of the committee, 
Admiral Duncan, Admiral Leggett, and I are here today to outline 
the Navy’s fiscal year 1956 shipbuilding program and to give your 
committee reasons and justifications for'it. 

At the outset, I wish to note, as indicated in section 2 of H. R. 
4393, that the proposed legislation does not grant increased ship- 
building or ship conversion authority to the Navy beyond that already 
authorized by law. This bill would simply indicate the approval 
of the committee and the Congress for this specific program. In this 
bill, the committee would give us a bill of particulars, 

On the occasion of my recent appearance before your committee, I 
stated that President Eisenhower had indicated that the funda- 
mental policy of the Department of Defense (which Admiral Carney, 
General Shepherd, and I fully and unequivocally support) is to pre- 
pare a military program which is adequate, balanced, and long- 
ranged. A program which will prevent war, if possible, which will 
meet a variety of military contingencies and, at the same time, a 
program which our national economy can support indefinitely. 

The naval part of this 1956 program, I feel, meets these demanding 
requirements, and provides for a strong and balanced Navy and 
Marine Corps that will have the highest degree of combat readiness 
and flexibility for discharging our peacetime missions and worldwide 
commitments, and for carrying out our important tasks if war should 
occur. 

In any size or type of war which can now be foreseen, the need of a 
strong and adequate United States Navy is more essential than it has 
ever been before. We must-have command of the seas so that we 
can consolidate our strengths with those of our friends and allies. 
We must always be able to cross the seas to supply our industrial 
machine—still the free world’s arsenal—with the many critical raw 
materials we need. We must have a Navy for transporting our 
armies overseas and for keeping them supplied. We must control the 
oceans in order to operate and supply our worldwide network of 
bases. And most important, we must be able to exploit the seas 
to keep the conflict away from our shores, and to carry the fight into 
the enemy’s own territory. 
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One of the major and vital parts of that naval program is the 
procurement and conversion of combat ships. In these days of rapid 
rogress in fields such as atomic propulsion, guided missiles, metal- 
urgy, plastics, and shipbuilding techniques, ordering a combat ship 
demands much foresight on the part of the planners to insure that the 
vessels which they design are superior and advanced in the tech- 
nical, naval, and engineering fields. To provide this superiority, our 
planners must not only anticipate the period of the ship’s construc- 
tion—as much as 3 or 4 years—but must also calculate the adaptabil- 
ity and potential of each type vessel during its lifespan of about 20 
years. 

Moreover, the naval needs of a quarter century in advance must also 
be foreseen with as much vision and wisdom as we can command, 
For this difficult task, the best—perhaps the only—parameters are ex- 
perience, logic, and ingenuity. Careful weighing of the many di- 
verse factors of national strategy, probable naval requirements, tech- 
nical advancements, budgetary limitations, relationship to other mili- 
tary programs—must be taken into account in arriving at a decision. 

I assure you that all such factors have been most thoroughly and 
carefully reviewed by Admiral Carney, Admiral Duncan, and myself, 
and others in authority, in the presentation of this shipbuilding and 
conversion program for your consideration. I consider it a vital, 
sound, and well-conceived one. This program also carries the Presi- 
dent’s approval. 

The shipbuilding program for fiscal 1956 can be summarized by 
reference to four types of ships—the carrier, the cruiser, the destroyer, 
and the submarine. I will take each one of these in turn. 

The Navy is requesting a fifth aircraft carrier of the Forrestal 
type; we are also requesting authority to improve six of our older 
carriers by conversion. 

This carrier program is essential for several reasons. First of 
all, new carriers are needed as replacements for World War II car- 
riers which are now 13 and 14 years old. A ship has a life of about 
20 years, so beginning in 1960 and until 1965, we will be reaching the 
economical limit of their service. This carrier-construction program 
is a plan to gradually replace our older ships over an extended period. 

Secondly, the fleets are now beginning to receive several types of 
new and larger jet aircraft whose full performance and potential 
can only be achieved from these modern carrier bases. The new 
Forrestals will have the stronger and larger landing areas, including 
the angled deck, increased hangar-deck heights, improved steam cata- 
pults, and faster elevators, stronger arresting gear, and many other 
new features such as better fire-fighting and damage control ability. 
The new families of jet aircraft, such as the A3D, a very advanced 
attack aircraft weighing 70,000 pounds, the A4D, an pobisor? y advanced 
but light-attack aircraft, and several excellent fighter aircraft, such as 
the F4D and the F9F9, go hand-in-glove with our newest model 
carriers which have been specifically designed to operate and accommo- 
date such modern, high-performance planes. We are reaching the 
point, so to speak, where the suit of clothes we bought some 12 to 
15 years ago 1s getting to be a tight fit for the growing young man 
of jet naval aviation. 

But the most important reason is that our aircraft carriers—which 
are the key units of our naval task forces—are absolutely essential 
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to the successful execution of our naval missions, and to the security 
of the country, either in cold war, fringe war, or nuclear war. 

In this present period of prolonged tension, the value of having 
a potent offensive navy, built around our carrier forces, was recently 
seen in the Tachens operation. In the troubled waters around For- 
mosa—far removed from our normal naval bases, in an area where 
our fixed airbases are also limited, and 7,000 miles from our home- 
Jand—the importance of having our mobile carrier forces move into 
the threatened area to reinforce our national policy and to prevent 
trouble was, I am sure, readily apparent to all. I am confident that 
the continued presence of our naval task forces in the Formosa area 
is an effective brake and a great deterrent to the outbreak of general 
war, giving us time to work diligently for a real peace in the Far East. 

The importance of carrier forces during a fringe or local war is 
best illustrated by the recent Korean war. I will not dwell on this, 
for I am sure the gentlemen of this committee are very familiar with 
the 3 years of unremitting and invaluable work which our naval task 
forces accomplished there. The Navy and Marine Corps flew approxi- 
mately 183,000 sorties in Korea, totaling 412,000 flying hours from 
carrier decks. 

As for having carriers during an all-out nuclear war, their value 
and capabilities are even greater. As a matter of fact, I am firmly 
convinced that a nuclear war would make our carrier forces even more 
indispensable than they have ever been before. 

In a nuclear war, the first task of any air force will be to destroy 
the opponent’s airpower at its sources. It is logical to assume that 
our retaliation system—our planes, our weapon sites, and our bases— 
would receive the enemy’s initial onslaught. 

Therefore the integrity and security of our airbase system, from 
whence our reprisal originates, assume the very highest priority in our 
defense planning. Ideally our base system should be a combination 
of both fixed airbases, continental and overseas, and moving airbases. 
The fixed airbases of the Air Force are designed, and properly so, 
to carry out the primary mission of strategic air warfare. The 
moving airbases of the Navy, which are the modern aircraft carriers, 
serve to carry out the Navy’s vital tasks and to complement the fixed 
bases in order to make our reprisal system varied, versatile, and in- 
vulnerable. 

Our moving carrier bases make it impossible for any enemy to com- 
pletely destroy or neutralize our reprisal system in a sneak attack 
because he can never be sure of their locations. A balanced system 
of our primary fixed bases, complemented by our moving carrier bases, 
makes an aggressor uncertain that a blitz attack would succeed. No 
matter how powerful or pervasive his attack upon it, there will still 
be a sufficient punch left to devastate him. A partially successful 
enemy blitz of our retaliation system is tantamount to his suicide. 

I am sometimes asked, usually by members of the press, three ques- 
tions about the Forrestal carriers concerning their vulnerability, their 
state of development, and their ultimate use which I think are fair 
ones, which are pertinent to this shipbuilding program, and which 
may also be in the minds of some of the members of this committee. 

Are not the Forrestals so vulnerable, I am asked, as to make it 
infeasible to build them? My answer is “No,” because they are 
extremely difficult to destroy, even with an atomic bomb. Yes, a 
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Forrestal can be hit. Any target can be hit under the right condi- 
tions. But it is patently obvious that a target moving at speeds up 
to 40 miles per hour, which can change its location over 500 miles in 
a day, is a harder one to find, to hit, and to destroy than one which 
cannot move. Finding a carrier task force in the great wastes of an 
ocean is not an easy task even in these days of “electronic magic. 
Even when it is found, attacking it would be very hazardous. Enemy 
planes would have to penet rate concentric circles of electronic warning 
curtains, overcome formidable jet-fighter protection and survive a 
guided missile and antiaircraft: barrage before reaching their release 
point. 

Moreover, the fast moving task force would be operating under 
dispersal conditions so that even a mass-destruction weapon could 
neutralize but a small part of the force. Individual ships of the fleet 
might be neutralized, but it is highly unlikely that the task force 
could be kept from doing its job. Furthermore, the presence of our 
carriers in proximity to an aggressor’s land will force him to divert 
his own offensive strength to defend against their power (which might 
otherwise be used against our homeland or fixed bases) and will also 
dilute his defenses ; for he must anticipate attack from every direction 
from the seas which surround him. 

The next question raised regarding the Forrestals concerns their 
state of development. Shouldn’t a moratorium be called while these 
new ships are tested and evaluated? This question presumes that the 
carrier is an untested vessel, a new type which should be evaluated. 
My reply is that the aircraft carrier weapons system is a fully tested, 
repeatedly evaluated and an oft-proven weapons system, that the new 
Forrestals are simply a logical and progressive step in the Navy’s 
art of building aircraft carriers. We firmly know what they are 
‘apable of doing, and we must have them if we are to keep our fleets 
modern and capable of handling advanced aircraft essential to the 
fulfillment of the Navy’s mission. 

And finally, the question is asked, how does the Navy plan to use 
these ships which will be able to carry large attack and fighter planes 

xapable of transporting nuclear weapons “to targets more than 1,000 
miles from their flight deck? The answer to that is that the Navy 
has many legitim: ute naval t: uwgets for which we need such a weapons 
system—such targets as submarine pens, shipping concentrations, 
shipbuilding activities, airfield bases, and other targets which jeop- 
ardize our command of the seas. Moreover, in the NATO theater, 
the Navy has been given certain collateral tasks to further prosecute 
the air battle and assigned certain specific tasks to support the land 
battle. In no sense does the N ‘avy compete or infringe upon the field 
of strategic air warfare which is properly the primary responsibility 
of the United States Air Force. 

In summary, then, a fifth Forrestal will add to our potent carrier 
weapons system which is the very foundation of our naval striking 
power. Without this carrier weapons system, it would be impossible 
to carry out the Navy’s basic mission to control the seas. The best 
military and civilian talent in the Department of Defense, and the 
President, have approved the building of a carrier this fiscal year as 
a proper requirement, and I strongly urge your approval. 

Turning briefly now to the other types of ships, we are requesting 
the conversion of one light cruiser and one destroyer to equip them 
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with aso capabilities in order to make effective our guided- 
missile progress. We are also requesting one nonatomic submarine 
with a guided-missile capability. As you know, two guided-missile 
cruisers—the Boston and Canberra—are virtually complete and will 
be joining the fleets this year. All of these ships, which are funda- 
mentally prototypes, are indicative of the Navy of tomorrow. In the 
guided-missile field, the Navy is just now crossing the threshold into 
a field which promises to revolutionize navies as much as did the dis- 
covery of gunpowder. 

We are also requesting 13 destroyer types—7 destroyers and 6 frig- 
ates. The frigate is a destroyer type, somewhat larger, with better 
sea-keeping qualities, and with Saivder antisubmarine and anti-+ 
aircraft defenses. These 13 destroyer types being requested are re- 
placements for the hardworking, versatile, and indispensable work- 
horses of our Navy. 

And finally, the submarines. As you know, the modern submarine is 
a very potent offensive weapon as well as an effective defensive weapon. 
We foresee that as a guided-missile platform, the nuclear submarine 
with its almost unlimited range, can appear over the horizon or 
emerge from the depths of the ocean, and send missiles of great de- 
struction great distances with deadly accuracy. Eight submarines 
are included in the program, 3 nuclear-powered ones, 4 conventional 
ones, and the 1 I mentioned earlier which will have a guided-missile 
capability. We have been encouraged by the excellent progress of the 
atomic-powered Nautilus, and we are progressing as rapidly as is 
practicable in this very promising field. However, we do not feel 
justified in waiting for final completion of this development to request 
these submarine replacements. The requested four conventional 
submarines, we feel, with their improved powerplants, armament, 
and hull structures, will not become obsolete during their normal 
life span. 

In ea I believe the naval program for fiscal 1956 is sound. 
Throughout our country’s history, naval power has always been an 
indispensable factor in carrying out United States policy in peacetime 
and in achieving victory in wartime. It is no less important and 
vital today. In the nuclear era now upon us, I am convinced that the 
talents of a Navy are even more necessary than ever before. 

Thank you, Mr. Chairman. 

The CHairman. Thank you very much, Mr. Secretary. It is a good, 
strong statement, and you answered a great many questions that have 
appeared in the press, and no doubt that have been running through 
the minds of some Members of the House. 

Now, for the record, you stated that this has the approval of the 
budget, this bill? 

Secretary Tuomas. That is correct. 

The Cuarrman. It has the approval of the President? 

Secretary Tuomas. Right. 

The Cuarrman. The President referred to it in his state of the 
Union message, did he not? 

Secretary Tuomas. He did. 

The Cuarrman. Now, what is the cost of this program? 

Secretary Tuomas. The cost of this program 

The Cuarrman. Yes. 

Secretary Tuomas. Is $1,317 million. 
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The CxHatrMan. $1,317 million? 

Secretary Tuomas. And $17 million. 

The Cuarrman. That is right. The money is already in the budget, 
sent to the Appropriations Committee ? 

Secretary Tuomas. Yes, sir. 

The CuHarrman. You appeared before the Appropriations Com- 
mittee in support of this program ? 

Secretary Tuomas. That is correct. 

The Cuarrman. Now, you referred to, in your statement, that there 
is tonnage already on the books that would not require an authoriza- 
tion from this committee. 

Secretary Tuomas. That is correct. 

The Cuarrman. But you are appearing before the committee in 
support of this bill so the committee can be apprised of the particular 
ro of ships that you desire to build? 

ecretary Tuomas. That is correct. 

The Cuarrman. Meeting with the committee and the Congress, to 
inform us of the type and character of what ships will be built, not- 
withstanding the fact that you have the tonnage on the books to build. 

Secretary Tuomas. That is correct, Mr. Chairman. 

The Cuarrman. Mr. Short, any questions? 

Mr. Suortr. Mr. Chairman, perhaps I am a little prejudiced after 
having been present at the launching of the Forrestal and reading a 
great deal and thinking much more in recent weeks of the super- 
carrier and our Navy. But it seems to me that the argument of 
the Secretary is sound and convincing and his logic is irrefutable. 
This is an exceptionally strong statement. 

I am glad that he pointed out that the best military and civilian 
talent of the Deparment of Defense approved this program, as well 
as the President and all of his advisers. 

We must never forget that the thing which substantially cor- 
roborates your argument is the element of surprise and mobility, 
and also the question of sovereignty. Where you have land basis, 
airfields, in other countries, we are not always absolutely in control, 
that we can be guaranteed the use of them because of certain uncertain 
or faltering allies. But when we have the aircraft carrier such as 
the Forrestal, we can move from place to place on a vast ocean which 
covers much more of the globe than does the land surface of the 
earth. That is an important question, it seems to me, that we have to 
bear in mind. 

And another point the Secretary brought out, on page 2, which 
we must bear in mind, is this statement : 
and most important, we must explore the seas to keep the fight away from our 
shores and keep the fight in the enemy’s own territory. 

If we maintain the superiority of that Navy—and that is the one 
branch of service where we do have unquestioned superiority—because 
Russia didn’t demobilize or disarm at the end of the world war. No 
one could contend that we could match man for man in the land forces 
or we can even equal them in strength at the present time. There 
might be some reasons for arguing that we are not so far superior 
even in our airpower. But no one would question that as of this 
moment our Navy is superior to that of any potential enemy or com- 
bination of potential enemies of this day. 
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It was brought out so forcibly the importance of maintaining the 
superiority of our Navy to keep the sealanes open in order to support 
the other two branches of our armed services, that I can conceive of 
nothing more positive than to go ahead with this far-seeing and intelli- 
gent and constructive program. 

To me, it is most reassuring to see that the Navy has not gone to 
sleep at the switch and that it is on its toes; that it is alert, and that 
they want to not only maintain the Navy in its present strength but to 
go forward and build these ships that will accommodate our faster and 
heavier jet aircraft that are indispensable in order to maintain our 
Navy’s superiority. 

I want to congratulate the Secretary on this most excellent and 
convincing statement. I don’t see how anyone could very well chal- 
lenge his views. 

The Cuatrman. I want to congratulate Mr. Short also on the very 
excellent statement in summing up that he has made. It is a most 
forceful statement and it supports entirely the theory and the logic 
of the Secretary. 

. Thank you, Mr. Short. 

Mr. Suort. Well, it is something that we have spent a lot of time on. 

The Cuatrman. Of course we have. 

Mr. Van Zanpr. Mr. Chairman, are you ready to report the bill 
now ¢ 

The Cuarrman. No. We will be ready after we have a respectable 
hearing. 

Mr. Kilday? 

Mr. Kitpay. No questions, Mr. Chairman. 

The CuHarrman. Mr. Arends? 

Mr. Arenps. No. 

Secretary Tuomas. Mr. Chairman. 

The CHarrMan. Yes. 

Secretary Tuomas. Mr. Chairman, I might suggest—Admiral Dun- 
can has a statement. 

The Cuatrman. We will have Admiral Duncan. 

Secretary THomas. Then charts which will answer many questions. 

The CHatrMan. I understand that. But we have to go around 
the committee. 

Mr. Durham ? 

Mr. Durnam. Mr. Chairman. 

Mr. Secretary, it is an excellent statement. We all realize the 
importance of the Navy. But since we are embrarking on a carrier- 
type program here which is more or less of a land-based operation, 
I wonder if it would be possible for the committee to see the targets 
that you have in mind. Of course it would have to be executive, 
You mentioned the targets you have here in mind in the whole pic- 
ture. Since you have gone into the Forrestal type, I have never had 
the privilege of seeing the Navy’s targets that are involved in the 
carrying out of this Forrestal-type program. 

Secretary Tuomas. Mr. Durham, I think we say in here: “Task” 
that we have been assigned. We have been assigned tasks. We will 
be glad to give you that in executive session. 

Mr, DurHam. You said “targets” here. That is why I asked the 
question. 

















Secretary Tuomas. Did we? I thought 

Mr. DurHam. Because we have a target system in our strategic Air 
Force and I think this is a part of it. Personally, I would like to 
see it before I make up my mind. 

Secretary THomas. Anything we would be assigned in that would 
be in conjunction with Air Force. We don’t cut across the Air Force 
at all. 

Mr. Durnam. Well, if it is agreeable with the chairman—lI don’t 
know. I would like to see is personally, myself. 

The CHatrMan. We will talk about that in executive session. 

Mr. Cole? 

Mr. Coz. Mr. Secretary, you were very persuasive in your insist- 
ence that these large carriers are invulnerable to air attacks. I don’t 
know whether you—and I am sure it must have been by oversight, 
that you did not discuss their vulnerability to submarine attacks. 
Perhaps you are not in position to discuss it. I frankly wish I could 
have as much assurance from you in my own reasoning that the large 
ship is as invulnerable to an underwater attack as it is from an above- 
water attack. Can you give us that assurance ? 

Secretary Tuomas. I think I can in my own mind. I am not wor- 
ried about the vulnerability from submarine attack. Their speed, 
first of all—a carrier of that speed is not very vulnerable to a sub- 
marine attack. Second of all, if it is, it is so constructed now, the 
new type of carrier, that it could take on board several hits without 
any major damage to its functioning. 

Mr. Cote. It could take on board several hits, of what kind? 

Secretary Tuomas. Torpedo hits. 

Mr. Corr. Of the conventional type of torpedo? 

Secretary THomas. Yes. 

Mr. Core. You can’t say the same thing about its vulnerability or 
invulnerability to atomic torpedoes, can you ? 

Secretary THomas. Yes; we can say the same thing relatively. I 
mean, it is less vulnerable with its speed and its maneuverability 
than would be a nonmoving base. 

Mr. Cotx. That is agreed. 

Secretary Tuomas. A fixed base. 

Mr. Coxe. Yes. 

Secretary THomas. As I say in here, any target can be hit under 
the right circumstances and certainly any ship can. But a ship mov- 
ing at that speed, that maneuverability, is not a very easy target. 

I still get back to the original premise that a moving target that 
moves as fast as the Forrestal type of carrier, that is reinforced as 
much as the Forrestal, is not a very vulnerable target to submarine 
attack. 

Mr. Cote. I am not discussing that angle. I recognize it is more 
difficult to hit a fast and versatile ship. Once hit, I am not so sure it 
can survive a hit as the conventional type of ships. 

Secretary Tuomas. I wouldn’t argue that. Because we say very 
clearly in here that any target, under the right conditions, can be 
destroyed. But this is hard to attack. And your modern—pardon 
me. 

Mr. Corr. You haven’t indicated the cost of one of these ships. 

Secretary Tuomas. Have I any idea of the cost ? 
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Mr. Cote. You have not indicated for the record the cost of one 
of these ships. I would like to ask what it is. 

Secretary Tuomas. The chairman said $190 million, and that is 
approximately right. 

The CHatrmMan. $199,185,000. 

Secretary Tuomas. Our latest costs range from $178 million—it 
varies, depending on where it is built—from $178 million to $207 
million. 

Mr. Cote. It is fair to say this ship will cost $200 million? 

Secretary Tuomas. $200 million is about the right figure, yes. 

Mr. Cotz. What did the conventional carrier cost ? 

Secretary Tuomas. You mean the £’ssea type in the last war? 

Mr. Cote. Well, the most recent, the predecessor to the Forrestal. 

Mr. Rivers. The 45,000 tons. 

Admiral Leecerr. The F’ssea. 

Mr. Cote. Around $50 million, wasn’t it? 

Admiral Leacetrr. Yes, sir. I think it was about $40 million and 
some $60 million to modernize them. 

Mr. Van Zanpr. In other words, it was $110 million as they are 
today ? 

Admiral Leecerr. $100 million would be about right. 

Mr. Van Zanpr. $100 million more than they are today. 

Mr. Core. You mean the predecessor to the Forrestal, what we 
might call the conventional carrier, now, would cost $100 million, 
against a wartime cost of another million ? 

Admiral Lzccerr. I am not sure that I understood your question, 
Mr. Cole. 

Mr. Cote. Well, Mr. Van Zandt suggested, and you nodded, that the 
Essex type of carrier now would cost $100 million. Is that right or 
not ¢ 

Admiral Leccerr. The modernized version of the Z’ssex class would 
cast $100 million, about, yes, sir. 

Mr. Corr. Is it possible to correlate the striking power of a con- 
ventional #’ssea type carrier with the striking power of a Forrestal 
type, having in mind the speed of the plane, the power of the weapons, 
the range of the ship and range of the planes—is it possible to relate 
that force in contrast to the more limited power of a conventional 
carrier ? 

Secretary Tuomas. Well, I would say, Mr. Cole, very definitely, 
because of the type of planes that it carries and the number of planes 
and the size of the planes. 

Mr. Cote. Well, all right, on the number of planes. 

Secretary Tuomas. Pardon me? 

Mr. Coxe. I say, on the number of planes, how many more planes 
can the Forrestal carry than the E'ssex? 

Secretary Tuomas. Well, I can give you—and this is restricted— 
but I can give you exactly the number of the different types of planes 
that the Forrestal 

Mr. Core. Well, I don’t want numbers. Can it carry twice as 
many or three times as many planes? 

Secretary Tuomas. Well, it can carry almost twice as many. Of 
one type, of course. 

Mr. Core. And the range of the planes it can carry is twice the 
range of the planes that the /’ssex type can carry ? 
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Secretary THomas. I would say at least that. 
Mr. Coxe. All right. The range of the Forrestal itself—can that ~ 
be said to be twice as far as the range of the /’ssex type? 
Secretary Tuomas. Not quite. I wouldn’t say quite twice as much. 
It has a much longer range, now. Of course, your refueling at sea 
gives us unlimited range now. 
Mr. Cote. That also applies to the Z’ssea, so we can’t use that. 
Secretary THomas. That is right. 
Mr. Core. The range of the planes that the Forrestal carries, can 
they be characterized as twice more powerful than the range of the 
planes carried by the Z’ssea? 
Secretary Tuomas. I don’t think you can quite say that. The 
Essex model, for instance, can’t handle the latest types of planes at all. 
They can carry some of the modern planes, but not our latest type. 
So your Forrestal is an entirely different weapon, really. I mean, it 
carries a different type of planes. For instance, that is a 25-foot 
high hangar deck as against a 17-foot hangar deck on the /’ssex class. 
You can’t get the planes on your hangar deck. 
Mr. Corr. I don’t see why you hesitate to declare that the weapons 
carried aboard the Forrestal will be many, many times more power- 
ful than the weapons carried by planes on the Z’ssex type. 
Secretary THomas. Well, that is correct. I mean they will be much 
more powerful. We are trying to be conservative in these statements. 
As the admiral points out, the launching and recovery rates are 
double, too, so we can get them off twice as fast and you can recover 
them twice as fast. 
Mr. Van Zanpr. And the fuel problem is met too? 
Secretary THomas. Yes, it carries a great deal more fuel. It is 
a different weapon, really. 
Mr. Core. My reason for asking these questions, Mr. Secretary, is 
to indicate to persons who may gasp when they learn that one ship 
is going to cost $200 million, as I have gasped when I realized and 
was told that is what it is going to cost; that this is a ship that carries 
a defensive posture many, many times, at least twice greater, than 
the type of aircraft carrier that was used in World War II. 
Secretary Tuomas. Well, I would say that is right. At least 
Mr. Coz. The cost of this new ship, this new modern version of the 
aircraft carrier, is about twice what the cost was of its predecessor. 
Secretary THomas. That is right. Its overall striking power, I 
would say it was considerably over twice what the original 
Mr. Cote. Frankly, I wish I could be persuaded and felt as san- 
guine about its invulnerability to submarine attack as you appear to be. 
Secretary THomas. Well 
Mr. Corxz. Let me pursue an inquiry which is not too important, 
but I was rather impressed with the sorties from aircraft carriers 
in the Korean war, which averaged out only about 214 hours. That, 
to me, appeared to be rather sketchy flights. Is my division incorrect 
or is my conclusion that 214 wartime flights is sketchy ? 
Secretary THomas. No; I 
Mr. Cote. Maybe this is not fair to ask you, Mr. Thomas. Perhaps 
Admiral Duncan can answer better. 
Secretary Tuomas. Of course, we flew a lot more sorties than the 
ones we mentioned here. The Navy and the Marine Corps flew 350,000 
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sorties, as a matter of fact. But airbased there were 185,000—I 
mean from carriers there were 183,000. 

Mr. Core. Well, those flights from aircraft carriers by Navy and 
Marine Corps during the Korean war aver: aged about 214 hours; isn’t 
that right? 

Secretary Tuomas. That is about right. Of course, the carriers 
were close in, as you know, so that length of time 

Mr. Van Zanpvr. And were targets assigned them by the overall 
command in Korea ? 

Secretary THomas. Yes. 

Mr. Smith—I would like for Mr. Smith to speak to that, because 
this is in his field now, as the Assistant Secretary of the Navy for 
Air. 

Secretary Smirn. I think the point you bring up, Mr. Cole, is very 
worth while discussing because it shows the tremendous advantage 
of the carrier striking force in that it can move right close into the 
target. That is the explanation for the short duration of those flights. 
You apparently were worrying that the short duration had some other 
cause. 

Mr. Corr. That is right. 

Secretary SmirH. Actually, we moved the carriers up as the tactical 
situation permitted, so we were close to the target. We spent very 
little time flying from the base to the target and a great deal of time 
over the target. 

Mr. Core. That is an understandable explanation. But my friend, 
Mr. Short, has also suggested another possible explanation, and that 
is that the sorties did not encounter much opposition. There wasn’t 
much air opposition. We maintained the control of the air. 

Secretary xe That is right. We had control of the air. 

Mr. Corr. And therefore our sorties did not need be very long. 

Mr. Van Zanvr. Would the gentleman yield? 

Mr. Core. Yes. 

Mr. Van Zanovr. Is it not true, Mr. Smith, that land-based jet 
aireraft controlled by “JOC” in Korea could not reach the target 
south of the Yalu River, in the northwestern corner of Korea, and 
carriers were sent up to do the job and destroy the targets? 

Secretary Smrrn. I can’t say that from firsthand knowledge. I 
think Admiral Duncan probably could answer that question. 

The CuHamman. Mr. Rivers. 

Mr. Rivers. Of course, Mr. Secretary, in response to one of those 
questions, the reason you had control of the air was because they 
didn’t know where you were going to be. That was to your advan- 
tage all the time. They couldn’t attack you because of the surprise 
element of it. You were always where they didn’t expect you to be. 
For instance, at Inchon, you had complete control there. 

I want to ask you one other question about the A3D and the A4D. 
Those of us who follow this airplane thing as a hobby—it happens 
to be a hobby of mine, and I know something about them. These new 

carriers—you call it the angled deck, I guess you mean the canted 
deck. 

Secretary Tuomas. Well, the angled deck is the term we agreed 
on. It is the same thing. 

Mr. Rivers. These new carriers can handle an airplane of 70,000 
pounds ? 
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Secretary Tuomas. That is right. 

Mr. Rivers. And the terminology of us who watch these planes 
fly—that is heavier than a C-54, or R5D for the Navy, which is 
69,000 pounds. 

These new jet planes that come off the assembly line are of stupen- 
dous weight. Their respective potentials stultify the imagination, 
almost, their performance. They have potentials of striking power 
over stupendous distances. And that is one of the reasons for the 
Forrestal type of carrier. Now, in answer to some of the criticism 
and scandal that has been put out on the Forrestal, that had you to 
change it during construction; any prototype ship has to have some 
changes when you are going through the construction. And the 
Forrestal had to have these changes. We who know realize the neces- 
city; we who have been sitting on these committees of the Navy for 
years, understand. 

Secretary Tuomas. Mr. Rivers, I might say that the 3D, for in- 
stance, weighs more than the B-17. 

Mr. Rivers. The A3D—now the A4D—is a little later one. The 
A3D weighs more than the B-17? 

Secretary Tuomas. That is right. The B-17 weighs a gross weight 
of 65,000 pounds. 

Mr. Rivers. 65,000. 

Secretary Tuomas. When you consider an airplane larger than the 

B-17 operating at sea in a mobile airbase, you have to have a very 
advanced type of ship to do that. 
Mr. Rivers. There is no such thing as a jet fighter any more. They 
are a jet fighter-bomber. They are so heavy. When you have a jet 
fighter, really, it can carry a bomb, because they are so heavy and have 
these terrific features built in it, the afterburner and the tremendous 
weights they require, and the speed, and for a good ship to handle 
these new bombers, and that is what they are, it is compelled to cost 
a lot of money. 

One man says the Forrestal cost as much as 20 to 50 airbases. Well, 
if you didn’t have the striking power of even the modern /'ssex type 
that Admiral Leggett talked about, that weighs over 50,000 tons, 
Admiral—I think they get up to around 60,000 tons when you load 
them up to the gunwale. That is what prompted Admiral Stump to 
say yesterday over in Korea, when he was talking to Admiral Carney, 
that he could strike anywhere in Asia that he cared to, with his strik- 
ing power of that 7th Fleet. ‘To me, that is the only reason—if they 
get the proper information and the proper command from the White 
House, or wherever it comes from, to defend Formosa, that 7th Fleet 
‘an strike anywhere it wants to in Asia, if given the command to do 
so, because of these terrific striking potentials. I want to ask you 

Secretary Tuomas. Mr. Rivers, during World War II we built air- 
bases in the South Pacific, as you know, some very elaborate bases, 
and then we had to move away and completely—we moved away from 
them completely and evacuated those airbases. 

Mr. Rivers. Of course you did. You spoke of the concentric circles 
of electronic warning curtains which provide formidable protection 
and survive guided missiles, which can search enemy aircraft, and 
in addition to the screen that is given to it by your destroyers, that 
carrier, when it is not going 45 to 50 miles an hour in the open sea, 
it is screened when it is not going that fast; isn’t that true? 
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Secretary Tuomas. That is right. 

Mr. Rivers. You should have put that in there. 

Now, I want to ask you: You spent most of your time on that. 
What about all these ships you are going to build? What percentage 
of them are going to be built in our naval shipyards and what per- 
centage of them are going to be built in private shipbuilding—— 

Mr. Norsiap. In Charleston. 

Mr. Rivers. We will get to that. 

The Cuarrman. Let’s have order, now. 

Mr. Rivers. Wait a minute. I didn’t come here to sit on the 
liquidation of Charleston, for your information. [Laughter.] 

Mr. Rivers. That is for your information. 

But what percentage are you going to build outside of Charleston ? 
[ Laughter. } 

Secretary Tuomas. Well, Mr. Chairman, we have been working on 
that. Of course, we have to get the approval of the program first. 
Then we can give you some very detailed information on what recom- 
mendations we would make on that. 

Mr. Rivers. You plan to utilize private shipyards? 

Secretary TuHomas. That is right. 

Mr. Rivers. Private shipbuilding to the maximum, and get that in 
a healthy condition ? 

Secretary Tuomas. That is right. 

Mr. Rivers. As well as construct these new and converted types of 
craft in your naval shipyards? 

Secretary Tuomas. That is right. And we are trying to do it on 
an area basis, too, so you divide it in different areas, the west coast 
versus the east coast, so you get a proper balance. 

Mr. Rivers. It is your plan to keep the industry healthy? 

Secretary Tuomas. As far as you can with this program. 

Mr. Rrvers. As far as you can. 

Secretary THomas. Yes. 

The CuHatrman. In that connection, my recollection is that the 
law is that half of these ships have to be built in industrial yards 
and half in Navy yards; isn’t that correct ? 

Secretary Tuomas. That is combat ships. 

The Cuarrman. That is right, combat ships. That is correct, as 
far as the combat ships are concerned. 

Now, if this carrier is authorized, and Congress appropriates the 
money, under the system of rotation, this naturally goes to a private 
yard, does it not? 

Secretary Tuomas. This would go into a private yard under the 
Vinson-Trammel Act; yes, sir. 

The Cuatrman. That is right. 

Mr. Johson, any questions ¢ 

Mr. Jounson. Yes. 

Was this matter discussed by the Joint Chiefs of Staff at all? 

Secretary THomas. Well, Mr. Johnson, the Joint Chiefs of Staff 
do not select a weapon, as such. The Joint Chiefs of Staff, for 
instance, have set out in our force levels carriers, so many carriers, 
for carrier operation. But they don’t tell you what kind of a car- 
rier to build, like they don’t tell the Air Force to build » B-A° or 
a B-47. They don’t get into the individual weapons. They don’t 
tell the Army what kind of tank to build. 
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Mr. Jounson. Did the President—he is the one you say authorized 
this construction in his message. Now, did he have any consultation 
with them? : 

Secretary Tuomas. Well, not as to the Forrestal itself, as a single 
weapon, but definitely as to the carriers as a part of the force levels 
of the Navy to carry out their mission of controlling the seas. 

Mr. Jounson. I would like to have you explain this briefly, if you 
can. 

Secretary Tuomas. I have a letter here that Mr. 

Mr. Jounson. As I understand it, the drops now of the nuclear 
weapons have a very wide spread of radiation. Now, even this ship, 
if it were traveling 45 miles an hour, if they struck within 20 miles 
of it, would that radiation, with the most modern weapons, be suf- 
ficient to practically paralyze the people that operate that ship? 

Secretary Tuomas. Well, it depends, of course, on the range. We 
have studies on that. Admiral Carney, before the Appropriations 
Committee, gave a lot of detailed information on that which we will 
be glad to give to you. It depends on the range. 

f course, our vessels now—we have some very advanced tech- 
niques of protecting against that, depending on range. 

Do you have that? 

Admiral Leecrerr. That is covered in my statement, yes, sir. 

Mr. Jonnson. That is covered in your statement? 

Admiral Leceerr. Yes, sir. 

Mr. Jounson. But it is a fact, isn’t it, that now the weapon has a 
very much greater spread of damage to the target than Salone isn’t 
that correct ? 

Secretary THomas. Mr. Johnson, that applies to anything, I mean 
any fixed base or any moving base. But your moving base, of course, 
has a great advantage because it is maneuverable. It can maneuver 
out of the path of your fallout. 

We have the new techniques which Admiral Leggett will give you 
here of our washdown. I would say they were a great aed less 
vulnerable—well, I don’t think there is any question about that, they 
are less vulnerable than a target that is immobile. 

There are techniques now at sea for washing them down which an 
immobile target doesn’t have. 

Mr. Jonnson. That is all. 

The Cuatrman. Mr. Secretary, in view of the question raised by 
Mr. Johnson, I would like for you to read this letter that the Secretary 
of Defense wrote to Mr. Mahon when a similar question was pro- 
pounded in the Appropriations Committee. 

Secretary Tuomas. That same question was asked. As I say, I 
want to point out before I read it, though, that the Joint Chiefs of 
Staff, in setting out the force levels for the Navy, the force levels for 
their assignment to keep and maintain control of the seas, have 
assigned as a part of the force levels the carriers. 


Dear Mr. CHAIRMAN: Reference is made to your query 
The Cuatrman. This is to Mr. Mahon? 
Secretary Tuomas. To Mr. Mahon. 

Mr. Norsiap. From Mr. Wilson; is that right ? 
Secretary THomas. From Secretary of Defense, Mr. Wilson. 


Reference is made to your query, transmitted to me through General Moore, 
whether or not the Joint Chiefs of Staff had approved the program for an addi- 
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tional carrier of the Forrestal type which is provided for in the fiscal year 1956 
budget estimates now being considered. The technical answer to this question 
is they did not. The matter was not formally referred to them. 

The Joint Chiefs of Staff as a matter of practice do not make formal recom- 
mendations in regard to the specific equipment deemed necessary by the services 
to carry out their assigned missions, whether it be a specific carrier or destroyer, 
for the Navy; a particular missile or specific tank, for the Army; or a specific 
fighter or bomber for the Air Force. 

In the numerous discussion which take place in the formulation of eur mili- 
tary program and the budget, such items are discussed at length with both 
civilian and military heads of the services. As a result of such discussions the 
carrier of the Forrestal class which is included in the budget for 1956 is con- 
sidered necessary, and of high priority. 

The Cuarrman. Mr. Hébert, any questions ? 

Mr. H&serr. Mr. Secretary 

Mr. Durnam. Mr. Chairman. 

The CrarrmMan. Mr. Durham. 

Mr. Duruam. On that point, do you have a change of policy, Mr. 
Secretary? You have a change of policy? Now, that Joint Chiefs of 
Staff have had to O. K. certain items of equipment. 

The Cuairman. No. 

Mr. Duruam. Yes; they did. They O. K.’d the Nautilus type. 

Secretary THomas. Only on force levels, Mr. Durham. They have 
never approved specific weapons as such, 

Mr. Durnam. What do you call weapons? This is not a weapon. 
This is equipment. 

The Joint Chiefs of Statf, Mr. Secretary, did approve the reactor 
for the Nautilus submarine. It was before the Joint Chiefs of Staff 
for 5 weeks. 

Secretary Tuomas. That is not a weapon. It is a powerplant. 

Mr. Durnam. It is part of your ship. What are you going to do 
when you put a reactor in your Forrestal? 

Secretary Tuomas. I think that is more of a powerplant. That is 
propulsion rather than a weapon. 

Mr. Duruam. It wouldn’t be any good without the propulsion. 

Secretary Tuomas. But the Joint Chiefs of Staff have never ap- 
proved individual weapons as such. In other words, they don’t, as 
I said—— 

Mr. Duruam. A weapon is different from a ship, I think. 

Secretary Tuomas. Well, the B—52, for instance, and the B-47, they 
don’t approve specifically that type. 

The Cuamman. I will call Mr. Durham’s attention to the fact 

Mr. Duruam. Anyway—one further question. Did the Secretary 
of Defense approve this for you? 

Secretary Tuomas. Oh, yes; definitely. This isthe letter. He says 
it is a high priority. 

Mr. Suorr. Mr. Chairman, doesn’t Congress have the intelligence 
to know that it would be very unwise for the Air Force to try to tell 
the Army what kind of a tank it should have or for the Army to tell 
the Navy what kind of a carrier it should have ? 

Mr. Durnam. I would like to remind the gentleman 

Mr. Suorr. Or for the Navy to tell either of the other services 

Mr. Durnam. I would like to remind the gentleman of the fight on 
the B-36. 

Mr. Norsiav. The B-36 fight. 
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The Cuatrman. We will read the conclusions of the committee at 
that time, which was unanimous—— 

Mr. Snort. Yes. 

The CHarman. It was held by the committee that— 

Each department has a military mission assigned, and then each department 
determines for itself— 

Mr. SHorr. Why, of course. 

Mr. Durnam. I think that is much better. 

The CHarrman. “The type and character of the weapon that is 
needed.” 

Mr. DurHam. I agree. 

The CHatrMan. We agreed to that. And we fixed the policy 
ourselves. So it was never a question to properly lay before the Joint 
Chiefs of Staff as to this particular kind of ship. 

They do at the present have the overall say that we need such 
amount of money, and they pass on those questions of defense in the 
broad way, but not in the particular characterization of some weapon. 

Mr. Durnam. Mr. Chairman, I just wanted to call attention to the 
fact that this had been in the past policy. 

The Cuarrman. No. 

Mr. DurHam. And we straightened it out. 

The Cuairman. I differ with you entirely. It never was the policy 
of the Joint Chiefs of Staff. But we emphasized most positively that 
it was not the function of the Joint Chiefs of Staff. 

Now 

Mr. Jounson. Mr. Chairman, you had a long hearing before you 
made up your decision. 

The CHatrmMan. Oh, yes. I read the hearings this morning. I 
have read the conclusion here. And I had Mr. Harlow, who was here 
this morning with us, and we have gone over this whole thing and we 
are on sound ground. And the Joint Chiefs of Staff is on sound 
ground. 

Mr. Hébert—oh, Mr. Norblad. I wonder how come I got Mr. 
Hébert in my mind. | Laughter. | 

Mr. Heésert. I might say that bodes no good, Mr. Chairman. 

Mr. Norsiap. Following up, the questions of Mr. Cole and Mr. 
Johnson with reference to the possibility of an atomic attack, Mr. 
Johnson used the matter of a few miles and you spoke of the ships 
being at a distance and being in a position where they could move off. 
You will recall the case of the Japanese fishermen out in the South 
Pacific last year who were quite a number of miles away from the 
ship. 

Secretary THomas. That is right. 

Mr. Norniap. So there is a possibility of a fallout injuring a car- 
rier task force ? 

Secretary THomas. Yes, but a great deal less possibility because 
a carrier task force can move out of the line of the fallout. That is 
one of the advantages of it, a very definite advantage. 

Mr. Norsiap. Another thing is the question Mr. Cole asked about 
submarines and you answered with reference to Korea and other 
places. Isn’t it a fact that there were no submarines in the Korean 
waters to bother our fleet or our carriers when they were there? 

Secretary THomas. Yes, I think that is basically right. 
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Mr. Norsiap. And isn’t it a fact that Operation Main Brace held a 
couple of years ago off the Scandinavian coast, that theoretically 
submarines got through and theoretically did destroy our carriers? 

Secretary THomas. I don’t know about destroying them, but they 
did get through. And that is a possibility. As I said before, no 
target is completely invulnerable. 

Mr. Noreiap. Yes, sir. 

Secretary THomas. And we don’t claim that a carrier is. But the 
Forrestal type of carrier can take quite a few torpedoes on board and 
not do any real damage to it. 

Mr. Norsiap. Yes, but the fact of the matter is that a number of 
submarines did get through and did theoretically destroy the carriers 
when they were in a position to do so? ; 

Secretary Tuomas. Well, there were no Forrestal type, of course, 
in that maneuver. Your antisubmarine warfare techniques are far 
advanced now over what they were. 

Mr. Norsiap. Submarines 
Secretary Tuomas. I have to get back to the original statement, 
that any target can be hit under the right circumstances. But a mobile 
target, particularly one that moves as fast as this, is not nearly as 
vulnerable as an immobile target. 

Mr. Norsxiap. In connection with the Operation Main Brace, isn’t 
it also a fact that the Navy was completely immobile because of 
weather and they couldn’t get a plane off their decks? 

Secretary Tuomas. Well, I wasn’t here at that time. Let Mr. Smith 
talk to that, because I was not in the Navy at that time. 

Secretary Smirn. Well, I wasn’t here at that time, either. What is 
the question again ¢ 

Mr. Norsiap. During Operation Main Brace, which is the test of 
submarines and land-based planes against a carrier force, the sub- 
marine got through and theoretically destroyed the carriers. The 
Navy was completely immobile because of weather and were not able 
to get a plane off their decks, whereas your land-based planes, your all- 
weather fighters were able to come and go as they wished. 

Secretary Smiru. Well, I wasn’t here and am not directly familiar 
with the operation. I have paid a great deal of attention to the stories 
about it and I can say that the Navy has moved ahead tremendously 
in all-weather flight from carriers. That is one of the points on 
which we are putting a great deal of stress—our ability to take off, 
land, and complete an attack under all weather conditions. 

Mr. Norgsiap. Well, would there be any possibility to getting the 
information on that Operation Main Brace? 

Secretary SmirH. Yes; that information must be available. 

Mr. Norsiap. From those who knew and were there. Apparently 
none of you gentlemen have the information on it. 

Secretary Tuomas. But, Mr. Norblad, there is no reason why any 
kind—why the modern planes can’t operate off of the new carriers, 
because they are all-weather planes. They can operate under any sort 
of circumstances. Now there is no condition that I can conceive of 
under your new type of carrier and your new type of planes that 
they can’t operate under any conditions. 

Mr. Norsiap. That is very possible. I don’t know. They didn’t 
in that case. 
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Secretary Tuomas. Well, that could be—that was some time before. 
Your new carrier now is built around that. It is built around the all- 
weather fighter, the all-weather attack plane. 

Mr. Norsiap. In connection with the cost figures you gave, Mr. Vin- 
son, you didn’t include therein all the necessary auxiliaries and de- 
stroyers and cruisers and oilers and the rest of that that have to go 
with and take care of a carrier, did you? 

Secretary THomas. Well, of course, they are multipurpose ships. I 
mean they are used for a lot of other things besides the task force. If 
you didn’t have your carriers, you would have those ships anyhow. 
So I mean—we didn’t include them because they are definitely multi- 
purpose. And you have to have them if you are going to maintain 
control of the seas. If we don’t control the seas in a war, we can’t do 
any of the things that we are required to do. We can’t keep our lines 
open to our allies. We can’t move any troops overseas. We can’t 
supply our airbases or other bases, our naval bases, and you can’t con- 
trol the seas today, in my opinion, unless you have the modern ships 
and the carrier task forces. 

Mr. Norsiap. My question you didn’t answer, sir. My question is, 
What is the cost of all the ships that go with the carrier to protect it, 
and to service it, and the likes of that, both your primary and your 
secondary groups that have to be with it to keep it in operation? 

Secretary Tuomas. I couldn’t answer that specifically because it 
would depend on the size of your task force. Do you have 1 carrier, 
2 carries, 4 carriers, and what are your complementary ships? But 
you are going to get into the future where you will have much 
fewer than you had in the past because you will have guided missile 
ships now we are perfecting very rapidly and you will have a carrier 
task force surrounded by a very few ships, mostly guided missiles. 

Mr. Smith has made some study on that, if vou would like—— 

Mr. Norsiap. Mr. Smith, wouldn’t that just about double the cost 
of the carrier when you consider all the vessels that go with it, all 
auxiliaries and destroyers and cruisers and tankers to oil and service 
these ships ? 

Secretary Tuomas. Well, even if you admit that it would, you can’t 
maintain the control of the seas, in modern war, in my opinion, 
without them. 

Mr. Norsuap. I realize that. I appreciate that. I just want to know 
what the cost would be. It would be doubled, wouldn’t it? 

Secretary Smiru. Well, I don’t think you can ask that question 
without going one step further and saying that if this is required, 
say, to support overseas bases, then shouldn’t these costs be charged 
against the overseas bases also. 

The CuHairman. Now 

Mr. Norsiap. Just 1 or 2 more questions, and I will be through, 
Mr. Chairman. 

You speak constantly of control of the seas. Doesn’t this go further 
than the control of the seas and aren’t you getting into strategic 
bombing? 

Secretary Tuomas. No. 

Mr. Norsiap. You are talking about hitting land-based targets all 
the time and you don’t need a carrier this big, I don’t think, for 
submarine warfare, certainly, do you? 
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Secretary Tuomas. Now, if you are going to control the seas, you 
are going to have submarine pen areas, you are going to have your 
shipbuilding areas, your ship concentration areas, your airfields that 
protect those bases. 

Your carrier can move in close in some cases, maybe it can’t move 
in so close in other cases. This is very mobile. That is its great 
advantage. You have to have these carriers, in my opinion, these new 
planes with the long range to control the areas which you have to 
control if you are going to maintain control of the seas. 

Mr. Norsiap. Yet 

Secretary Tuomas. There could be supplementary strategic assign- 
ments, but that would only be done through and coordin: ited by the 
Air Force. 

Mr. Norsitap. By moving them in close to shore, if you got them 
close to shore, you are subject to attack which has not happened in 
the Korea war or the Formosa incident, you are subject to mines and 
restrictions in the Mediterranean, you are subject to restrictions in the 
fiords in the Scandinavian parts of Europe; isn’t that a fact? 

Secretary Tuomas. Of course, that is one of the advantages because 
that advantage lets you operate and clean that wp and then you can 
move, as you cleaned it up, into it. 

Mr. Norsxap. Isn’t there the tremendous disadvantage of being 
close and subject to attack and subject to mines? 

Secretary THomas. Not if you have the airfields knocked out that 
control the areas. 

Mr. Norsiap. Well, if you have the airfields knocked out, that is 
something else, of course. 

Secretary TxHomas. Well, but with these ranges you can do that. 

Secretary Smiru. That i is one of the essential functions of the car- 
rier striking foree—to close in on the target. You seem to be working 
on the theory that we have to stay away from the enemy. One of our 
functions is to move these bases right up as close as we can. And that 
is another great advantage to the mobility we have. 

Mr. Norprap. Then you are subject to tremendous attacks from land 
forces, too ¢ 

Secretary Smirn. Of course, you move in and take the calculated 
risk. You move out and in. You have that tremendous tactical 
advantage with a mobile base. 

Mr. Norsiap. Once a carrier is struck, the carrier is through. 
Once an airfield is struck, as can be in operation within a few days. 

Secretary Smiru. That is not a correct statement under present war 
conditions. 

Mr. Norsiap. Would you explain it, sir? 

Secretary Smirn. An airfield struck by an atomic bomb is out of 
business indefinitely. You might as well face that fact now, today. 

Mr. Norsiap. Then you can move the airbase 3 miles down the 
road. But your carrier, once it is done, is through forever. 

Secretary Smirn. Where do you get the airbase 3 miles down the 
road ? 

Mr. Norsiap. Well, down the road, then; let’s not put it 3 miles. 

Secretar y Smirn. I mean if you assume that number of airbases—— 

Mr. Norsiap. Let me have the rest of the answer. 

Secretary Smiru. If you assume airbases every 3 miles, why, that 
would be the perfect situation, but unfortunately you have a very 
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limited number of land bases from which you can launch an attack. 
And you must bear that in mind. And that limited number today, 
under modern warfare conditions, is going to be a serious impediment 
to our ability to retaliate. And I think you are going to hear a great 
deal more about the necessity for more launc hing platforms or bases 
for our retaliatory capability. 

The Navy’s position is that of the bases that you will appropriate 
money for, you must include mobile bases. You must include the 
ability to launch attacks from the sea and not get in the position where 
your bases are all fixed or where they are in foreign territory and 
might be removed from your control by political action and they should 
not be totally in the continental limits of the United States; if you do 
that you draw the full blow of the enemy to the continental limits of 
the United States. 

Mr. Norsiap. Well, they certainly spent many billions of dollars in 
building bases in every corner of the world—land bases, that is—to 
be able to ring the Soviet and to strike from most any place and have 
alternate bases with which to dothat. That is all. 

Secretary SmirH. You have spent 

Mr. Suortr. Mr. Chairman, would the gentleman yield ¢ 

Mr. Norsuiap. Yes. 

Mr. Suorr. I can’t forget a few men in World War II by the name 
of “Bull” Halsey and Mitscher, and John McCain, where we did run 
the risk of submarines and everything else. And I would like to ask 
at this point, which I think is very pertinent, how many of our 
varriers in World War II were sunk by land-based planes ? 

Secretary THomas. None by land-based planes, sir. 

Mr. Rivers. And the fighting Navy was very handy. 

The Cuarrman. I would like to put in the record: Of course, what 
is running through Mr. Norblad’s mind is to try to draw a comparison 
of the cost of a land-based facility and a carrier. Well, judging from 
the amount of money that we have been appropriating and authorizing 
from this committee, without tabulating it, it occurs to me that we 
are spending far more, when you take all of the factors into considera- 
tion in support of an airbase, than what it would be to maintain a 
carrier accompanied with its task force. 

I think the figures would justify, from an economy standpoint, 
that it is more economical to have an airplane carrier, as far as 
dollars and cents are concerned, and charging against it all of its task 
force, than the enormous billions upon billions that we are spending 
all over the world on ground bases. 

Now, + mat Hébert 

Mr. Norsiap. One more question, to answer that, if I may, and 
I will close. 

The Cuarrman. Yes, sir. Here is the complete story along of Mr. 
Hébert’s question, appearing—or Mr. Norblad’s question. 

( Laughter.) 

The CuatrmMan. Mr. Hayden's article of a few days ago in the 
and it is a good article—in the Star. 

Mr. Norswap. I have it here some place. 

The CuHarrMan. You have it there. I knew that when you asked 
the questions. 

Mr. Norsiap. I haven’t read it this morning, Mr. Chairman. I read 
it last night. 
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The CuarrmMan. You read it the other day. 

Mr. Norsiap. Could I ask one question and I will conclude? 

The CuarrmMan. Yes, sir. 

Mr. Norsiap. I have understood that the capital investment be- 
tween the Navy and the Air Force, the ability to put the same tons or 
the same punch on a given target: It cost eight times as much in a 
varrier force as it does on a land base. Do you know whether that 
is so or not? 

Secretary THomas. I would say that wasn’t so. I mean I can give 
you any kind of figures in that field that you want. I can make all 
combinations and I can give you just the reverse. But I don’t think 
anybody can substantiate that. 

What authority, Mr. Norblad 

Mr. Norsiap. That is all, Mr. Chairman. Thank you. 

Secretary THomas. I would like—— 

Mr. Norsxap. I yield to Mr. Hébert now. 

(Laughter. ) 

The Cuarrman. Mr. Hébert, have you anything? 

Mr. Harpy. Will the gentleman yield to me for 1 minute? 

Mr. Hévert. I yield. He has to leave. 

The Carman. Oh. 

Mr. Harpy. I will be back. 

The Cuarrman. Mr. Hardy serves on so many committees, we are 
sorry he has to leave at this point. 

(Laughter. ) 

The Cuatrman. We hope he will stay with us. 

Mr. Rivers. This committee is his sideline. 

The Cuarrman. Yes, this is his sideline. 

Mr. Harpy. Mr. Chairman, since my chairman has finished with his 
facetiousness, I would like to address a compliment to the Secretary 
for his very fine statement. I think it has been an unusually good 
statement. But in the same manner as Mr. Rivers, I observe that 
the Secretary confined his remarks pretty largely to the Forrestal. 
And I am also interested in other aspects of this construction and 
conversion program. I would like to remind the Secretary also that 
I have the finest yard in the United States in my district. 

Mr. Rivers. I don’t mind you talking my name, but don’t get mixed 
up in that. 

Mr. Harpy. Because I am interested in the other types, I am goin 
to be very much concerned with those also, Mr. Secretary. But 
do want again to compliment you for a very fine presentation. 

The Cuarrman. And I want to say, in connection with that, that 
all these members who have shipyards in their district—under the 
law this program must be 50-50, part go into the Navy yards and 
part go into the industrial yards. 

That is the Vinson-Trammell Act, which has been on the books 
for about 20 years. An effort has been made to repeal it, but as long 
as I am here, 1 am going to have something to say about it, period. 

Mr. Rivers. That is right. 

Mr. Hérerr. May I ask my question now ? 

The Cramman. Yes. 

Mr. Henerr. Mr. Secretary, as I understand it, several more of 
these Forrestal types are in the offing for the future. About how 
many do you estimate ? 
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Secretary Tuomas. Mr. Hébert—— 

Mr. Hésert. This would make the fifth, would it not ? 

Secretary THomas. This would make the fifth, that is correct. No 
specific number has been set. I think you are going to answer that— 
you are going to have to keep your fleet modern and if you are going 
to have aircraft carriers, you will have to keep them modern. I 
don’t think you can tell far in the future how many there will be 
because as you get along into years, it might change some. 

Mr. Héperr. Now the reason of that question was the base for the 
next question I would like to ask you. This is a continuing question 
before the committee. 

Have you given any thought at all to dispersing the construction of 
these supercarriers to the west coast ? 

Secretary THomas, Yes, yes; we have. 

Mr. Hésert. What is your conclusion on that? 

Secretary Tuomas. Well, the reason, of course—it has to be recog- 
nized that it will cost a substantially greater amount of money to 
put one out on the west coast. That is one of the factors that we 
have to take into consideration. I think that is one of the factors 
that should be agreed upon. 

Mr. Héprerr. But, of course, it will cost more money basically, but 
in the overall economic picture, wouldn’t the operation and continu- 
ing cost of operation be greatly reduced by constructing on the Pacific 
coast at least 1 or 2 of these carriers, keeping in mind that you can’t 
pass it through the Panama Canal? You would have to go all around 
the Horn to come up into the Pacific. Now is any specific thought in 
vour mind at all concerning the construction or the utilization of 
any of the west coast shipyards? 

Secretary Tuomas. Yes; that is under consideration now. As I 
say, the cost factor will have to be taken into consideration. There 
are many advantages to do it. You would establish a yard out there 
that had the capability of building one of these ships. You would 
not have to transit the canal. 

It takes you 3 weeks longer to go from the canal all around and 
come up to San Francisco. 

Mr. Héperr. Return to the original premise, that in the overall 
economic picture it probably wouldn’t be as costly as first indicated if 
you did build on the west coast and operated from that base? 

Secretary THomas. Well, at least there would be other advantages, 
tactical advantages, even if it did cost you some more. 

Mr. Hénerr. That is all. 

The Cuatrman. In that connection, members of the committee, I 
want to recognize—and I trust the other members will permit me to 
do so without criticizing me—Mr. Miller, of California, because Mr. 
Hébert has brought up the question that Mr. Miller has already called 
to my attention. 

Mr. Miller. 

Mr. Mitier. Well, Mr. Secretary, as I see this picture, the more I 
hear the testimony, it looks to me as if the place where these carriers 
are going to be used primarily is in the Pacific. As far as the heart- 
land of Europe is concerned, we have it pretty well surrounded by a 
very efficient complex of land bases that extended from the north 
through England, down from France, in through Africa, and on out 
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through the Near East. But one place where we haven't bases, and the 
one place we need them is going to be in the Pacific. 

Now, inasmuch as Mr. Hébert has pointed out that these carriers 
can’t be brought through the canal, isn’t it logical to maintain on the 
Pacific coast the all-important know-how as to ship repair and con- 
struction, if not for building—and that can only be brought about by 
building them on the Pacifie coast. 

Let me explain, I haven’t a shipyard that one of them could be 
built in in my district and I don’t care whether it is from Puget Sound 
to Long Beach. But I am concerned with the building of these car- 
riers, one of these carriers on the Pacific coast to maintain that know- 
how. Now can we look—or isn’t that a logical approach to this 
situation ? 

Secretary Tuomas. Mr. Miller, it merits very serious consideration 
and we will give it that. 

Mr. Mintzer. Well, of course, I don’t hold that there is a great dis- 
parity in the cost of building ships on the Pacific coast as against ine 
Atlantic coast. We built ships out there during World War II : 
cheaply as they were built any place in the U nited States, despite that 
fact, because of a little bit more favorable operation. 

I would like to know or have some assurance that we are going to get 
this. And I would lke to point this out to you in connection with that. 
Recently in the Merchant Marine and Fisheries Committee statements 
were made that shipbuilding was in a healthy condition on the Pacific 
coast. I took this statement and sent it to the shipyards. Many of 
them got up into the Northwest. And I sent it to the labor groups on 
the Pacific coast. And the picture is not one that is reflected by the 
Maritime Commission, that shipbuilding is in a healthful aitiaies 
now. 

Let me point out to you that in a yard like Bethlehem, in San Fran- 
cisco, it has recently gone to lifeboats on your MSTS, and when a yard 
like that has to go to lifeboats in order to maintain the know-how, 
it isa rather sad commentary. 

The chairman has often expressed himself that one of these carriers 
should be built on the west coast, and I urge that it be given considera- 
tion by you. 

Mr. Rivers. Are you familiar with California / 

The CHarrman. One minute. 

Mr. Doyle. 

Secretary Tuomas. Yes. 

Mr. Doyie. Mr. Secretary, also being from the great Pacific area, 
I couldn't help but notice your remark a moment ago in discussing 
matters with Mr. Miller, you said, “They have the ‘apability and 
there will be other tactical advantages even if it does cost more.” Now, 
what are those advantages that the Navy would gain by building on 
the Pacific coast, even if it does cost more ¢ 

Secretary Tuomas. Well, you would have another source that could 
build—— 

Mr. Dorie. Sir? 

Secretary THomas. You would have another established source that 
could build a larger carrier, Mr. Doyle. And you would have the 
carrier built out there. 

Mr. Doyie. Well, would it cost more than 6 percent ? 











Secretary THomas. Well, the 6-percent differential only applies— 
doesn’t apply to combat vessels. Only applies to commercial vessels. 
But it would cost substantially more than that ; yes. 

Mr. Dorie. About how much more than the 6 percent / 

Secretary Tuomas. Well, we will give you an accurate figure on 
that. It will probably be somewhere between $20 million and $30 
million more to build there. 

The CHatrman. I think, Mr. Doyle and Mr. Secretary, that you 
shouldn’t try to pin it down. 

Of course, the Secretary, if we pass this bill, must try to build these 
ships all over the shipbuilding area and not concentrate them in the 
Atlantic, Pacific, and the gulf, but try to disperse the building and 
try to do it economically and efficiently. Of course, ships should be 
on the Pacific coast and some of them should be built on the gulf, if 
you can do it, and Atlantic coast. 

With this big shipbuilding program, I am satisfied it will be a 
stimulus for industry all over the United States. 

Mr. Rivers. Mr. Chairman, may I make a statement / 

The CuatrMan. I think I covered it. [ Laughter. | 

Let me ask the Secretary one question. 

Mr. Secretary, in the speech the other day of our distinguished col- 
league from South Carolina, Mr. Dorn, he said: 

Mr. Speaker, for what other reason, may I ask, are they being constructed 
other than as a rival and duplication force to the strategic air arm? I believe 
the supercarrier to be squarely in competition with the strategic air arm. This, 
of course— 

I will stop right there. 

Now, that was the same line of questioning of Mr. Norblad. Now, 
what is your answer in regard to that / 

Secretary Tuomas. Well, my answer to that is that we are not, and 
as I said, in my estimate, we are in no way infringing on the Air Force 
in its fixed bases. We are a great believer in those. I worked very 
closely with the Air Force. I have a great respect for it and for its 
mission. We believe, however, that we have got to have these mobile 
airbases if we are going to carry out our mission to control the seas. 
Because the control of the seas in the next war will be a very important 
assignment. 

Now these carriers, these mobile carriers, might have some stra- 
tegic potential, but it would only be coordinated with the Air Force 
by the Air Force. It would be in no way an infringement on the Air 
Force at all. 

The CHairmMan. That is not their military mission. 

Secretary THomas. No; that is not their military mission, but when 
you talk about these long ranges, you may have to start with your 
attacks from well at sea and move them in. So you are going to have 
to have long ranges. ; 

The CHarrMan. So there is no infringement in the Strategic Air 
Force Command by building a carrier. 

Secretary Tuomas. That is not. And I made that very clear in 
every statement that I have made both here today and otherwise. 

The Cuarrman. And you made it very clear in your statement in 
presenting it at the outset of the hearing. 
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Mr. Rivers. I might say, Mr. Chairman, that Mr. Dorn does not 
speak for South Carolina. 

The CuarrmMan. One minute, Mr. Rivers. Address the Chair when 
you are going to make any statement. 

Mr. Rivers. You covered the last one before I got a chance to. 

Mr. Durnam. Mr. Chairman, on that point. 

The CuatrmMan. Yes, sir. 

Mr. Durnam. That is why I asked the question I did in regard to 
targets. Because in his statement here he says: 

The answer to that is that the Navy has many legitimate naval targets for 
which you need such weapons and systems. 

I say that is the primary reason, because of this competition. 

Now, there should be a clear division, in my mind, as to the differ- 
ence of the targets, and if there is no duplication I think you have a 
reason for asking for this, and I am for that. 

Secretary THomas. There is no duplication, I can assure you. And 
furthermore, we are in agreement with the Air Force. There is no 
area of disagreement between the Air Force and the Navy in our 
missions and the assignments. 

Mr. Durnam. You can assure the committee there is no duplication 
in your targets ? 

Secretary THomas. That is correct. 

Mr. Durnam. That is either in the Pacific or the Atlantic. 

Secretary Tuomas. That is right. 

The CHarrMan. That answers it. 

Now, Mr. Van Zandt. 

Mr. Van Zanpr. Mr. Chairman. First I would like to ask a ques- 
tion of Admiral Duncan. In connection with Operation Mainbrace, 
if my memory serves me correctly, reading several of the reports of 
that operation, is it not true that this so-called breakthrough on the 
part of the submarines occurred after instructions had been given to 
call off the show ? 

Admiral Duncan. I can’t tell you definitely on that point, Mr. Van 
Zandt. Iam not sure when that happened. I would like to comment 
on that 

The CHatrMan. May I—let’s finish with the Secretary. 

Mr. Van Zanpr. I am coming to the Secretary. I want to clear up 
this particular point, Mr. Chairman. 

Admiral Duncan. I don’t know that, sir, whether it occurred before 
or after the exercise was concluded. 

Mr. Van Zanpr. Well, according to the reports I read, it was that 
the submarines did not get the word calling off the show because of 
weather. 

Admiral Duncan. We would be glad to furnish an account of that 
to the committee, if-you like. 

(For this information see account set out subsequently) 

Mr. Van Zanpr. Now, Mr. Secretary, is it not true that our type 
of defense today is a conventional type defense, designed to meet all 
types of combat regardless of where it may develop? — 

Secretary Tuomas. Well, I think conventional, if you include 
atomic warfare in convention, because I think it is today. 

Mr. Van Zanpvr. Now, is it not true that the Joint Chiefs of Staff 
have given the Navy a mission ? 
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Secretary THomas. Definitely; yes. 

Mr. Van ZANDT. And the responsibility of formulating a Navy that 

can fulfill that mission is your responsibility ? 

Secretary Tuomas. I think that is right. I think it has to be our 
responsibility because I think we are the only ones that can decide 
the weapons that are capable of carrying out that mission. 

Mr. Van Zanpr. Now, is it not true that part of the Navy's mission 
is to fit into this network of bases that we have developed throughout 
the world as far as the opposition is concerned ? 

Secretary Tuomas. Yes, coordinated with the Air Force. 

Mr. Van Zanpr. That is right. And you talk about your—in your 
statement—here of retaliation. Does not the Navy have a part in this 
retaliation ? 

Secretary Tuomas. Well, it would have in controlling the seas. 
Because as I say, to control your sea areas, your coast areas, there 
would be a lot of things—submarine pens, shipping concentrations, 
shipbuilding, the airfields that protect those bases, and all of those. 

Those would all be part of the mission. 

Mr. Van Zanpr. Now, are you familiar with the operations in 
Korea ? 

Secretary THomas. Yes. 

Mr. Van Zanpvr. Is it not true that the Navy was given the job by 
the Joint Chiefs of Staff of working over targets in a part of Korea 
that land-based aircraft could not reach ? 

Secretary Tuomas. Well, Iam not sure about that. I can’t answer 
that one accurately because I don’t know, Mr. Van Zandt. I know our 
missions were assigned to us. 

Mr. Van Zanpr. What I am trying to develop is this: that the car- 
rier played a part in our operations. 

Secretary Thomas. Oh, a very important part. 

Mr. Van Zanpr. On the Korean Peninsula. 

Sec retary wo. as. That is right. 

Mr. Van Zanpr. As did our battleships on the bomb line as well as 
the cruisers. 

Secretary Thomas. That is right. 

Mr. Van Zanpvr. Now, did not the Joint Chiefs of Staff single out 
the Navy to do the job in the evacuation of the Chinese Nationalists 
from the Tachen Islands? 

Secretary Thomas. That is right. 

Mr. Van Zanpr. And the carrier plus the amphibious lift and aug- 
mented, of course, by units of the Air Force. 

Secretary Triomas. That is right. 

Mr. Van Zanpr. Did the job. 

Secretary Tuomas. And I think the Tachen operation was a fine 
example of a carrier task force. Because they moved in very quietly. 
They gave superior aircover. The evacuation went against bad 
weather, against high seas, and was done very effectively. 

I don’t know how you would have done it without the carrier, type 
cf carrier task force that we had there. 

Mr. Van Zanpvr. Now, is it not true that the fact that the Navy 
played a part in Korea as it did in the Tachen Island evacuation 
that it truly represents the mobility or reveals the mobility of this all 
around national defense that we are maintaining today ? 
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Secretary Tuomas. Well, Mr. Van Zandt, that is right. And that is 
the reason we say that we think you have to have a “balanced airbase 
system. 

Mr. Van Zanpr. That is right. 

Secretary Tuomas. You can’t have all fixed airbases. You cer- 
tainly don’t want all just mobile airbases. But if you can get the 
proper balance of your fixed airbases and your mobile airbases, then 
you have the flexibility, the versatility that you have to have in modern 
war In our opinion. 

Mr. Van Zanpr. Now, I noticed some questions in the mind of some 
about the 20-year life of the ship. 

Would you go a little into detail or expand your statement here as 
to why the ship’s life is gaged to 20 years of service ? 

Secretary Thomas. Would you let a real expert speak on that, Mr. 
Van Zandt ¢ 

Mr. Van Zanpr. Yes. 

Secretary THomas. Admiral Duncan, here. 

Admiral Duncan. I intended to comment on that in my statement 
to the committee, if I may. 

The Cuatrman. Let’s wait to get that until he testifies. 

Mr. Van Zanpr. All right. 

Back to the Secretary again. 

When you speak of airfields and when vou fly around the world you 
see billions of dollars today im Saipan and over in the British islands 
that are idle today and millions more would have to be spent to bring 
them up to date. 

Is it not true that we have taken a lot of carriers in World War II 
and modernized them and today they are modern aircraft carriers 
capable of doing the job in accordance with the mission assigned to 
the Navy! 

Secretary Tromas. Yes; they are capable up to a certain point. 
They wouldn’t be capable to the new airplanes that are phasing into 
the system now. 

Mr. Van Zanpr. That is right. 

Secretary THomas. As I stated before, that is one of the things in 
the early stages—we had to build all the airfields in the South Pacific 
and then we evacuated them and deserted them. 

A carrier task force can do that now. 

Mr. Van Zanpvr. Is not the carrier a floating field / 

Secretary Tuomas. That is right. 

Mr. Van Zanvr. With fuel supplies, hospitals, dry stores, supplies, 
repair facilities, spare parts? 

Secretary THomas. It is definitely the integrated-weapons system. 

Mr. Van Zanpr. It is an airfield afloat. 

Secretary Tuomas. That is right. Your housing, you have your 
repair facilities, you have your storage facilities, you have all of 
that. 

Mr. Van Zanpr. Now, in connection with weather, is it not true 
that land-based aircraft are weatherbound many times? 

Secretary THomas. Well, yes. 

The Cuamman. Well, Mr. Van Zandt, let’s don’t draw any com- 
par isons. 


Mr. Van Zanpt. No 
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Secretary THomas. That is right. 

Mr. Van Zanpr. What I want to develop is this: That in the Korean 
war many times when land-based aircraft could not operate south of 
the parallel the Navy from carriers were operating in the north. 

Secretary THomas. Well, of course, that could apply the other way, 
too. 

Mr. Van Zanpr. Sure; vice versa. 

Secretary Tuomas. That is right. So as I say, we get into the 
balanced airbase system, being what we believe in. 

Mr. Van Zanpvv. That is all. 

The Cramman. Mr. Winstead ? 

Mr. Winsreap. Mr. Secretary, I have a question. 

1 would like to say first I am for both, the land-based and the car- 
riers. I noticed you stated that none of your carriers were either se- 
riously damaged or destroyed by land-based aircraft; is that right? 

Secretary Tuomas. I don’t think I said seriously damaged or de- 
stroyed. I said none were sunk by land-based aircraft. 

Mr. Winsteap. None were sunk. 

May I ask you this: I hear so many statements about these carriers. 
Will you tell us how many carriers were seriously damaged or de- 
stroyed during World War IT by any force? 

The Cuarrman. Admiral Nunn, haven't you that information ? 

Secretary THomas. I have it. 

The CHamman. I asked you to get that information. 

Mr. Winsreap. I heard so much about that. I would like to know 
what the facts are. 

Secretary Tuomas. I can give it to you exactly. 

The Carman. Here it 1s. The number of aircraft carriers de- 
stroyed during World War IT: CV’s, 4: CVL’s, 1; CVE’s, 6; total 11. 

Eighteen aircraft carriers -well, that is 18 aircraft carriers count- 
ing through the Panama Canal. 

Mr. Norsiap. He wanted to know about the damage. 

Mr. Winsrreap. How were they destroyed, Mr. Secretary, do you 
know ¢ 

Secretary Tuomas. The Leaington, the Yorktown, the HTornet, and 
the Princeton, were the ones that were destroyed. 

Remember, those are—oh, you are talking a different type of vessel 
now. But they were sunk by a combination, mostly, of—some of them 
by hits from airplanes and then sunk later, and some by our own forces 
to sink them. 

The CHamman. Some by torpedoes. 

Secretary TH mas. Torpedo, that is right. 

The Cuarmnman. That is right. 

Secretary THomas. Basically torpedoes’ actions. 

The CHairmMan. That is right. 

Mr. Winsteap. 11 were destroyed. 

The Cuarmrman. That is right. 

Mr. Wrnsteap. I am just trying to get information. I have heard 
so much, I want to know what the facts are. I am for the carrier pro- 
gram, but I want to know what the facts are. 

Secretary Tromas. Let me say one thing. Six CVE’s were de- 
stroyed. 
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Now a CVE was what we call a “jeep” carrier. It was a very small 
carrier, with no protection at all. One torpedo hit on a CVE and 
that would be destroyed. 

Now, that is an obsolete weapon. There is no comparison in the 
world to your modern aircraft carrier, today. 

Admiral Nunn. You only had 11 total destroyed? 

Secretary Tuomas. Of which six were CVE’s. 

Admiral Nunn. That is right. Did you have any other number se- 
riously damaged ? 

The CHarrman. Oh, yes. 

Mr. Winsreap. And knocked out of commission for quite a while? 

Secretary THomas. Not for too long. Some seriously damaged but 
they were put back in commission very quickly. 

Some of them were repaired at Honolulu. Some were repaired at 
the west coast. But they were not out long. 

Mr. Winsreap. I heard so much. I wanted to know what the rec- 
ord shows. 

Secretary THomas. But when you consider the number of carriers 
im action and consider the type of carriers, that they were not the 
modern ones, the percentage was relatively small of the damage to 
the carriers. 

The CuatrMan. You see, Mr. Winstead—no doubt you recall that 
the part the carrier played in the Pacific during World War II—it won 
the battle of Midway, which kept down an invasion of Hawaii and 
probably might have caused some trouble on the mainland; and also 
won the battle of Coral Sea. It kept Australia from being invaded. 
It protected MacArthur at the Battle of Leyte Gulf. 

Mr. Van Zanvr. How about the Philippine Sea battle? 

The CuarrmMan. That is Leyte Gulf. 

Mr. Wrinsteap. Mr. Chairman, I am in full accord with that. 

The CuarrmMAn. We will get in the record—I asked Admiral Nunn 
the other day to get up all that information. 

Of course, there were a great many ships that were damaged by the 
suicide 

Mr. Suorr. Kamikaze. 

The Cuatrman. And all those things. But as a matter of fact, 
there were 110 carriers and only 11 were lost. 

And of the fast carriers, of the /’ssex class, not one was ever sunk. 

This is an average loss of 1 carrier to every 85 months of combat 
and operation. 

Mr. Winsteap. As I said, I am for this program. 

The CHarrMan. Yes, sir. 

Mr. Winstea4p. I just wanted the record to show what the facts 
are. 

The CuarrMAN. I am glad you brought that up, because I want to 
refresh the memory of the House on the part that the carriers played 
in World War II. 

Mr. Rivers. And some of those jeep carriers were converted Liberty 
freighter ships. 

Secretary THomas. That is what they were. 

Mr. Rivers. That is all they were. 

Secretary THomas. Yes. 

The CuarrmMan. Thank you, Mr. Winstead. 

Mr. Cunningham? 
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Mr. CUNNINGHAM. No questions, Mr. Chairman. 

The CHarrman. Mr. Price? 

Mr. Price. Mr. Secretary, I was struck by one sentence in your 
statement on the vulnerahility of the carrier of the /orrestal type. 

On page 7, you-said, “Are not the Forrestals so vulnerable”—you 
were asked—“as to make it unfeasible to build them,” and, of course, 
the answer was “No.” 

And you give this as one of your reasons: “Because they are ex- 
tremely difficult to destroy, even with an atomic bomb.” 

I think in all of the other things in the past you didn’t have to face 
that situation. You don’t mean that they would be invulnerable to 
an atomic bomb if an atomic bomb were dropped near there? 

Secretary Tuomas. No. As I say, any target can be hit under the 
right circumstances. But you take a ship moving at 40 miles an 
hour and an airplane coming at a high speed, even if it goes through, 
even—that is a hard target to hit, that is all. 

Mr. Price. That may be true as far as the surface warfare is con- 
cerned and the submarine angle is concerned, but I don’t think it is 
too great of a point in an atomic attack by air. Because the question 
of a half mile misjudgment or miscalculation on the part of a bomber 
doesn’t make too much difference. 

Some speed is not going to offset too much an atomic attack. 

Secretary THomas. Well, it depends on the size of the bomb. 

Now, I think we are apt to be carried away with thinking that 
they are going to be spewing large bombs all over the ocean. I 
question that. 

Mr. Price. Of course, they are building them rapidly enough that 
they would probably be able to do that some day. We don’t know. 

Secretary THomas. Well, it is going to take a lot of airplanes and 
it is going to take a lot of bombs. 

Because when you have your targets at sea and moving along-—— 

Mr. Price. They may have a lot of bombs. We don’t know. 

Secretary Tuomas. If they have enough for everything, then 
there is no answer to that. I mean 

Mr. Price. What was the result of the Bikini test as to a carrier? 

Did you have any carrier anywhere near the place, the center of 
the place? 

Secretary THomas. Well, I am sorry that Admiral Carney isn’t 
here because he was there and he can give all the details of that. At 
Bikini, of course, it was very concentrated within that atoll. 

Now, your modern carrier task force is spread out. They are 
spread over an area pretty near as large as the State of Indiana, that 
amounts to over 31,000 square miles, and an atomic bomb, even an 
atomic bomb, would have a hard time of knocking out anything but 
a very small part of the force. 

It is not a vulnerable force as such, a task force. 

Mr. Price. Well, the point that I wanted to be certain was that 
you were not minimizing the threat of an atomic attack on a naval 
fleet, a carrier, or any other naval fleet. 

Secretary Tuomas. Well, Admiral Duncan can talk on Bikini. 
Were you through? 

Admiral Duncan. I was in the Pacific Fleet at that time, sir. Of 
course, the Bikini attack array was set up in the atoll for the purpose 
of obtaining weapons effects from the test. 
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We expected all of those ships to get damaged. They were very 
carefully spaced so that damages at different distances from the 
point of the explosion could be determined. 

So the distances between ships and the circles of ships there were 
very limited and required a very careful placing of the ships in order 
that the scientific data to be obtained would be the best that we could 
get out of the test. 

We weren't trying to avoid getting hit. We were trying to place 
them so they would be hit at varying distances from the point of 
impact or the point of aim of the bomb, in order to determine weapons 
effects. 

Mr. Pricer. Yes. And in evaluating them of course, it became—— 

Admiral Duncan. We did have airplane carriers there. We had 
all kinds of ships in that target array, large and small ones. 

Mr. Price. In evaluating the damage of that test, you would also 
have to now take in consideration that your bombs were anywhere 
from 4 or 5 or 8 times larger today than the Bikini bomb, 

Secretary Tuomas. That is right. 

Mr. Price. The point I wanted to make certain was that you are 
not minimizing the effect of an atomic attack ¢ 

Secretary Tuomas. No, we are not minimizing it. 

The CuatrMan. Of course, I think, Mr. Secretary, and Mr. Price, 
every member recognizes the fact that you have an atomic warhead 
and a submarine to fire it and if it hits a ship it will blow it up. And 
if an atomic bomb, the type that is dropped, it is going to cause con- 
siderable trouble and put them out of business. 

But that is no reason for stopping building them. 

Mr. Price. Of course, Mr. Chairman, no one said they could. 

The CuairmMan. You have cities that can be destroyed and you 
don’t stop building cities. Of course, they can be destroyed if you 
hit them right. 

Mr. Pricer. Nobody said you should stop building them. I voted 
for the building of the Forresta/. But I think you ought to have facts 
in the record so people will know about them. 

The CuatrMan. We are bringing them out. At the same time I 
don’t want you to keep that in your mind just because they can be 
destroyed either by submarines or from the air doesn’t mean that we 
should abandon this type of ship. It is an important weapon and is 
necessary to round out the Navy for the maintenance of control of 
the sea by having a weapon of this type, or ship of this type. 

Mr. Price. Mr. Chairman, I apologize for asking a question. 

The Cuatrman. No. I just didn’t want to get that thought too 
deep in your mind. 

Mr. Hess ¢ 

Mr. Hess. Yes. I would like to ask just one question, Mr. Secre- 
tary. 

I notice in your program, that you propose to build more sub- 
marines. 

Could you give us the difference in cost of a nuclear submarine as 
against a conventional type? 

Secretary Tnromas. Yes, there are all different kinds of nuclear 
submarines. 

Mr. Hess. [et’s take one of the same type. 

Secretary THomas. Well, $45 million as against $22 million. 
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Mr. Hess. $45 million for the nuclear ? 

Secretary Tuomas. Double. $45 million—$22 million. 

The Cuatrman. Mr. Fisher? 

Mr. Jounson. Could we have that explained ? 

The CuaAtrman. I thought he answered the question. 

Mr. Jounson. Is the nuclear one twice as costly ¢ 

Secretary Tuomas. As a matter of fact, yes. Now it is. That 
cost is going to come down we think. 

Mr. Van Zanpvr. That is experimental, Mr. Chairman—Mr. Secre- 
tary? 

Secretary Tuomas. No. Your experimental costs you more than 
that. 

Mr. Duruam. I think in fairness, Mr. Chairman, he ought—the 
performance of it comes in there, too. How do you evaluate the per- 
formance? Twice the performance of the ordinary submarine? 

Secretary THomas. Of course, it is an entirely different perform- 
ance. It has unlimited range almost. It has much higher speeds. 
And those costs, Mr. Hess, will come down. I mean we are talking 
about the first one now. 

The Cuarrman. Allright, Mr. Fisher, any questions? 

Mr. Fisner. Mr. Chairman, I have no questions. But after listen- 
ing to the discussion and all the questions that have been raised, 
while I can understand the decrying of the policy of the Joint Chiefs 
not passing on the weapons of other services or the varied services, 
it does seem to me that a weapon that costs $200 million is one that 
might well have been considered by the Joint Chiefs of Staff. 

A lot of questions have been raised here. It just occurs to me that 
that policy might have well been subjected to review and possibly 
to an exception where not an ordinary weapon is involved but where 
one costing $200 million is involved. 

The CuHatrmMan. I would say in response to that that the program 
is approved in its entirety by the Joint Chiefs of Staff. But as to 
any particular item, they don’t say yes or no. But the overall picture 
of the shipbuilding program is approved by not only the Joint Chiefs 
of Staff but by the President and the Secretary and everybody, don’t 
you see? 

Mr. Nelson ? 

Mr. Netson. Yes, Mr. Chairman. I would like to have some in- 
formation. It may be classified, Mr. Secretary. I would like you 
to consider it. I would like to have some information as to the cost, 
potential effect, and the lethality of either the convential or nuclear 
submarines equipped to launch guided missiles against land targets. 

Secretary THomas. You want the cost of the nuclear guided mis- 
sile submarine ? 

Mr. Netson [Nods. | 

Secretary THomas. And what is the other? 

Mr. Newson. And its potential effectiveness against land targets. 

Secretary THomas. Well, it would be very effective because it can 
move in close. You know, it is a launching platform, is what it 
really is, and when you can take 

Mr. Netson. Near; I would like to be able to make a comparision 
in my mind between a submarine equipped with guided missiles, and 
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the effectiveness against land targets, and that of a carrier of this 
type. 

Secretary THomas. Well, they really fulfill a different mission. 
They complement each other to a certain extent. I don’t think you 
could get an exact evaluation of that. I think they are a perfect. 
complement for each other. Because the submarine can operate in 
certain areas as a platform for guided missiles. ‘The carrier carries 
out a different mission because it can give you much—— 

Mr. Netson. Certainly, the submarine is far less vulnerable than 
a carrier, in the case of enemy attack, is it not ? 

Secretary THomas I would think so, but its operations are very 
much more limited, too. 

Mr. Netson. Is the information of what the submarine can carry 
by way of guided missiles and the range of those missiles classified ? 

Admiral Lecerrr. Yes, sir. 

Secretary THomas. Yes, that would be classified. 

Mr. Netson. Well, now, I would like to ask you just two more 
questions, Mr. Secretary. 

I have understood it was the custom of the Navy to name carriers 
of the Forrestal type either after illustrious people or major naval 
conflicts, is that correct ? 

Secretary THomas. No. The custom is to name them after old 
ships and not to name after individuals. We have made exceptions 
in two cases for that, but it is now our policy to get back and name 
them for old ships and not name them for individuals. 

Mr. Netson. Then there is no particular significance to the fact 
you chose to name this particular carrier after a group of illustrious 
people ? 

Secretary Tuomas. Well, that was put in the bill, Mr. Nelson. 
{ Laughter. ] 

Secretary Tomas. We accept it with pleasure, but that was in 
the bill. 

Mr. Van Zanpt. When are you going to name a carrier “Admiral 
Vinson” ¢ 

Mr. Snort. It is naming an illustrious ship after an illustrious man, 
the first Secretary of Defense we had in our history. He literally gave 
his life to the country. 

Mr. Corr. It was done by act of Congress. 

Mr. Suorr. Yes. 

Secretary Tuomas. This would be done by act of Congress. 

The Cuairman. Mr. Doyle, any questions ? 

Mr. Dorie. You called on me out of order. I have no other ques- 
tions. 

The Cuarrman. Mr. Wickersham ? 

Mr. Wickersuam. Just briefly, I would like to compliment the 
Secretary and the Admiral for their foresightedness. 

Personally, with the international situation as it is, it would be 
all right with me if they build one of these in every shipbuilding area. 
We don’t have anyone in Oklahoma big enough. But I think the inter- 
national situation is such that we might need them. 

The Cuamman. Thank you very much. 

Mr. Devereux. Mr. Chairman. 

The Cuarrman. General Devereux. 
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Mr. Devereux. Mr. Secretary, there is one part of your plan that 
disturbs me a little bit. Apparently you have no programing for 
amphibious vessels. You do call for landing craft, but no vessels, as 
such. In view of the fact that apparently the thinking today is that 
many of our ports would be destroyed in the event of global war, 
don’t you think you are a little bit shortsighted in not making a pro- 
vision, adequate provisions, for the continued work and programing 
of amphibious vessels, so that if necessary we could get our shipping, 
our supplies, and things of that nature, over the beaches, instead of 
relying on ports ? 

Secretary Tuomas. Well, Mr. Devereux, I am in agreement with 
that, that we should give some more thought to advanced amphibious- 
type of ship. 

Mr. Deverevx. As I understand it, the situation today is that our 
amphibious shipping is being relegated to a very secondary position. 
Today we are able to lift X number of divisions and.in July we will 
only be able to lift two-thirds as much as we can today. Is that not 
the case? 

Secretary Tuomas. Well, we can lift two divisions now. It will 
be cut down to, I think, a division and one-third. We have cut it 
down by a third of a division. 

Mr. Devereux. Now 

Secretary Tuomas. Of course, no one believes any more in am- 
phibious warfare than I do and the Marines, and I am in agreement 
that we should give some real accent and some real thinking to am- 
phibious type of vessels. 

The CHarrMan. Now—— 

Mr. Devereux. Thank you. 

Mr. Cote. Mr. Chairman. 

The CHatrmMan. One minute, Mr. Cole. Before we recéss—I am 
going to ask the committee to sit this afternoon at 2 o’clock. 

Tomorrow, we—wait 1 minute, now, Mr. Van Zandt—tomorrow, we 
must have a quorum present. Mr. Kilday is going to submit his bill. 

Now, we will not finish this bill today. And we will drop back on 
this bill Wednesday. 

Then on Thursday we will have to open a hearing on the rubber 
disposal. 

So I just announce that is the program so the members can govern 
themselves accordingly. 

Mr. Snort. But the pay bill will be brought on the floor? 

The CuHarrmMan. The pay bill will be on the floor of the House 
Thursday. Mr. Kilday and Mr. Short will get a rule Wednesday, go 
before the Rules Committee for a rule Wednesday. 

But we are going to meet this afternoon, with Admiral Leggett and 
Admiral Duncan, who are going to continue to testify, and then prob- 
ably some other witnesses a ‘little bit later on. 

Now, let’s take a recess 

Mr. Cote. Mr. Chairman. 

The Cuarrman. Mr. Cole. 

Sit down, members. Let the press be quiet. 

Mr. Core. I would like the Secretary to discuss the Navy policy 
with respect to implementing the Vinson-Trammell Act concerning 
the construction of nuclear submarines. I raised the question awhile 
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ago as to what the Navy plan was about building new atomic sub- 
marines. 

Three nuclear submarines are already underway, let me ask, is that 
correct ¢ 

Secretary Tuomas. Three underway ; two more are authorized. 

Mr. Van Zanpr. One in existence. 

Mr. Core. Four are authorized. 

Secretary Tuomas. That is right. 

Mr. Core. Three are proposed in this bill ? 

Secretary Tuomas. That is right. 

Mr. Corr. So far, all of them have been built in the one yard, up 
at Groton? 

Secretary Tuomas. Yes. 

Mr. Corr. In my question I don’t intend to in any way belittle the 
fine, excellent, superior work and quality of the Electric Boat in build- 
ing submarines, the finest in the world. 

I do think it is a serious mistake, however, to concentrate the art 
of nuclear shipbuilding in one yard. 

Now, I would like to inquire what the Navy policy is in that regard, 
toward carrying out the requirement of the Vinson-Trammell Act. 

Secretary Tuomas. I will give you that this afternoon. 

Mr. Coir. What ? 

Secretary THomas. You want it now? We can give it to you now 
if you want it. 

Mr. Core. Unfortunately, I am not going to be able to be here this 
afternoon. 

The Cuarrman. If you have it, give it now. That is an important 
question. 

Secretary THomas. Yes, sir. 

The Cuamman. What do you have to say about it? 

Admiral Leccerr. We fully concur in your feeling about that. 
But as you know, it does require a certain amount of preparation to 
put new yards into this particular kind of effort. It has special in- 
struction that must go with it and training which must go hand in 
hand with it, also. 

Our plans are that the electric boat, which is the most experienced 
yard in this field so far, will carry on the design of the first of the four 
submarines which are to replace the fleet type if they turn out success- 
fully some day. 

The second of that group of submarines will go to the Naval Ship- 
yard, Portsmouth. And while we have made no announcement as yet 
on the 1956 program—may I go ahead with that ? 

Secretary Tuomas. I think so, sir. 

Admiral Leaeerr. Yes. 

Secretary THomas. These are our recommendations. 

Admiral Lrecerr. These are what we have under consideration 
today. It is not final and cannot be until Congress appropriates the 
money. of course. That one of those submarines will go to Ports- 
mouth and one will go to Mare Island Naval Shipyard on the west 
coast, which we have had in training for about 6 months now, to 
prepare to undertake nuclear submarine work. 

Mr. Coir. Now, one more question. 

Will your policy be to consider a nuclear submarine as just a sub- 
marine and therefore if a conventional submarine is built in a private 
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yard, a conventional submarine will be built, or a nuclear submarine 
may be built in a public yard, or will a nuclear submarine be treated 
distinctively so that nuclear submarines have to be built in private 
yards and have nuclear submarines built in public yards? 

Admiral Leccerr. So far as the Vinson-Trammel Act is concerned, 
I think we are treating submarines as submarines regardless of their 
type of propulsion. 

Mr. Core. That is right. 

Admiral Leacerr. As a matter of practical application, at this state 

‘of the development of the act, we must treat nuclear submarines differ- 
ently and we are trying to expand our capabilities to handle them in 
different places. 

Mr. Corr. So that your intentions will be to treat them as a spe- 
cial type of ship and the end will be that it will be your purpose, your 
effort, to place an equal number of nuclear submarines in public and 
private yards? 

Admiral Leacerr. No, sir. I think that we hope eventually that 
the nuclear submarine will simply take its place in the family of sub- 
marines and that we will again consider them as just submarines. 

Mr. Cote. At any rate, you do—— 

Admiral Leeeerr. Right now we must treat them separately be- 
sause we do not have the capabilities and they have to be developed. 

Mr. Coir. At any rate, you do now have projected two additional 
plants to build nuclear submarines? 

Admiral Leccerr. That is correct, sir. 

Mr. Core. All right, sir. 

The Cratrman. Mr. Bennett, any questions? 

We have 5 minutes. These other members haven’t had any oppor- 
tunity. 

Mr. Bennett ? 

Mr. Bennett. It was an excellent statement and a very convincing 
one, but I have no questions to ask. 

The Crarrman. Mr. Lankford? 

Mr. Lanxrorp. No questions. 

The Cuamman. Mr. Huddleston ? 

Mr. Huppiestron. No questions, except to compliment Mr. Thomas 
on a very fine statement. 

The CHarrman. Thank you. 

The Cuarman. Mr. Bray? 

Mr. Bray. Well, since you can’t build any carrier in the Wabash 
River in Indiana, I am not concerned about the Indiana Seventh Dis- 
trict. 

There is one thing we should consider before too far in the distant 
future. There is unquestionably no different line of demarkation for 
the responsibility of land-based planes and sea-based planes on the 
carriers. I know nothing about it. I am not an authority on it. I 
never served in either of those branches of the service. We are reading 
in the newspapers and hearing commentators, and so on—unquestion- 
ably there is a dispute going on in the country, and I would like to 
hear before too long the advocates on both sides, even if it is an execu- 
tive session. Because I would like to know more about this. 

I am taking your word for this unquestionably on this matter. I 
haven’t any reason to do otherwise. But I some time would like to 
know something about it and hear both sides on the record, even if it 








922 


is in executive session, rather than just have to rely on my knowledge, 
and on information which sometimes is entirely different from dif- 
ferent groups. 

Secretary THomas. Mr. Bray, I would like to speak to that for just 
a minute. I don’t think there is any dispute, basic dispute, going on 
between them. 

Mr. Bray. Probably there isn’t, Mr. Secretary, but I am saying 
from the newspapers and from what we hear there is. I think as soon 
as we get it down definitely on the record perhaps it would stop a lot 
of this talk. 

Secretary THomas. I don’t think there is any basic dispute. Harold 
Talbott is one of my closest friends. And Nate Twining. I was the 
Assistant Secretary of Defense for Supply and Logistics. I knew the 
Air Force as well as I know of the Navy and the Army. I know all 
of them intimately. I have a high regard for them. We have our 
missions assigned to us. They are clear-cut. We believe in the other 
missions. I think you would find a very close relationship and work- 
ing relationship between the services and virtually no friction. 

Mr. Bray. The public would be very glad to hear that. Sometimes 
there is some doubt in their mind. 

Secretary THomas. I tell them in virtually every speech I make, 
and I shall continue to do it. 

Mr. Snort. Mr. Chairman. 

The CHarrman. Mr. Short. 

Mr. Snorr. I think the Department of Defense and the different 
branches have made marvelous progress—— 

Secretary Tuomas. They really have. 

Mr. Suorr. In getting cooperation and unification. 

Secretary Thomas. That is right. 

Mr. Snort. In spite of the press and in spite of some Members of 
Congress. 

| Laughter. | 

Mr. Coir. Just one question—— 

The CrrarrMan. One minute. Wait one minute. 

Mr. Core. Just one question that can be answered ves or not. 

Does the Navy have assigned to it by the Joint Chiefs of Staff a 
military mission which requires a carrier of the Forrestal type to 
carry out that mission / 

Secretary Tuomas. Well, I would say ves. Because our mission— 
ves. 

Mr. Core. That is all I want. 

Secretary THomas. I would say definitely yes. 

The Cratrman. At 2 o’clock we will hear Admiral Dunean and 
Admiral Leggett. 

We will take a recess until 2 o'clock. 

(Whereupon, at 11:55 a. m., the committee adjourned until 2 p. m.) 


AFTERNOON SESSION 


The CyairmMan. Now let the committee come to order. 

When the committee recessed, the Secretary was testifying. 

Now, Mr. Secretary, have you any further statement to make in 
addition to the splendid statement that you made this morning? 
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Secretary Tuomas. No, Mr. Chairman; I have no other statement 
at this time. 

The Cuamrman. Now, for the record, Mr. Secretary, I think we 
should inquire in regard to the current shipbuilding and conversion 
program. 

As I understand it, as of February 1, 1955, there were 105 naval 
vessels being built in the United States. Then, in addition, there 
were 13 naval vessels authorized but not yet awarded or assigned, 
making a total of 118 vessels under construction or authorized, but not 
yet under construction. 

Some 1,100 landing and other small craft, which vary in tonnage up 
to 67 tons, are also under construction for the Navy. ‘These vessels 
and craft are built in eighty-odd private and naval shipyards through- 
out the United States. 

Among the 118 vessels mentioned above, 35 are classified as major 
combatant, in the following types: 4 Forrestal class aircraft carriers, 
11 destroyers, 11 escort vessels, 4 nuclear-powered submarines, 3 con- 
ventional submarines, and 2 radar picket submarines. These 35 ships 
are being built in the following yards—and I have the yards and I 
won't trespass on the committee in reading. 

Now, the total estimated cost of the 118 naval vessels under con- 
struction or authorized but not under construction is $2,289 million. 
The total estimated cost of the approximately 1,100 craft is $40 mil- 
lion, making a total cost of $2,329 million for all naval vessels and 
craft under construction or authorized but not yet under construction. 

All of the money necessary for the program now going on has been 
appropriated. The appropriation request for fiscal 1956 is $1,317 
million. 

Now, that is briefly the picture of the present construction program ; 
is it not? 

Secretary Thomas. That is correct, Mr. Chairman. 

The CuarrmMan. Let that be put in the record now. 

(The information referred to is as follows:) 


CURRENT SHIPBUILDING AND CONVERSION PROGRAM 


As of February 1, 1955, there were 105 naval vessels being built in the United 
States. In addition, there were 13 naval vessels authorized but not yet awarded 
or assigned, making a total of 118 naval vessels under construction, or author- 
ized but not yet under construction. Some 1,100 landing and other small craft, 
which vary in tonnage up to about 67 tons, are also under construction for the 
Navy. These vessels and craft are being built in eighty-odd private and naval 
shipyards throughout the United States. 

Among the 118 vessels mentioned above, 35 are classified as major combatant 
ships, in the following types: 


Forrestal class aircraft carriers (including Forrestal) Nisithensitine 4 
Destroyers_____-_-- _— sale aatceaiia dial ~ somes 11 
Pecort vyeeuels. 2. ahs Petit 5 be: = Se ie OE ae A 
Nuclear-powered submarines (including Nautilus) ws 3 + 
Conventional submarines —_ pn ctl nn. AR Me ER rete ‘takes eh eh 3 


Radar picket submarines _- 








These 35 ships are being built in the following yards: 


2 Forrestal-class carriers: 
Forrestal—CV A-59_ _ _.-..--------- jhe News Shipbuilding & Dry 
Ranger—CVA-61 Dock Co. 

2 Forrestal-class carriers: 
Saratoga—CV A-60_______---- 
As yet unnamed—CVA-62 


----- New York Naval Shipyard. 


Ed 6 | eRe a eR pe Bath Iron Works, Bath, Maine. 
eeears weetee (ie oo he 0. 
ee do) | en ae ere ere Bethlehem Steel Co., Shipbuilding 
Division, Quincey, Mass. 
oe te Ee) ee oe Shipbuilding Co., Bay City, 
ich. 
SR El er eee se ee Puget Sound Bridge & Dredging Co., 


Seattle, Wash. 
_...-.--------.------ Bethlehem Pacific Coast Steel Corp., 
San Francisco, Calif. 
oe ee one New York Shipbuilding Corp., Cam- 
den, N. J. 
1 attack submarine (SS)__..__._._-__--- Electric Boat Division of General 
Dynamics Corp., Groton, Conn. 


4 escort vessels (DE) _-__ 


2 nuclear-powered submarines: 
Nautilus—S3N-571 


Seawolf—SSN-575_.......---...... Do. 
1 nuclear-powered submarine (SSN) (con- Do. 
ract not yet awarded).! 
1 attack submarine (SS)_-.....-_-_----_- Mare Island Naval Shipyard. 
JOS Bs Oe oe eee ee eee ees Portsmouth Naval Shipyard. 
2 radar picket submarines (SSR) --___-_- Do. 
1 nuclear-powered submarine (SSN) (not Do. 


started) .! 
Total, 35. 


-roductive shipyard work on these 2 submarines will commence when contract plans have been 
completed. 


The total estimated cost of the 118 naval vessels under construction, or author- 
ized but not under construction, is $2,289 million. The total estimated cost 
of the approximately 1,100 craft is $40 million, making a total estimated cost 
of $2,329 million for all naval vessels and craft under construction, or authorized 
but not vet under construction. 

All of the money necessary for the program now going on has been appro- 
priated. The appropriation request for fiscal year 1956 is $1,317 million. 

The four Forrestal-type carriers now under construction are named Forrestal, 
Saratoga, Ranger, and Independence. The fifth carrier will be named the 
U.S. S. Congress. 

The average estimated unit cost of the four Forrestal-class aircraft carriers 
authorized to date is approximately $193,239,000. The other major combatant 
ships have average estimated unit costs as indicated below: 


Million 
tg 21 ES ag te cee ae) ee me $30. 9 
ET SES, |, ee OPE ae ee ee Ae el ee ee enn ee 12. % 
6 | a a nes mane 57.2 
eR, Se ne dL etn diem eabemeeaun eames 25. 6 
Ramkr icee-mrensines (ieee) so. a sh eh bees 28.0 


The Forrestal-type carriers take approximately 3 years to build and 1 will 
be completed in 1956 and 1 each succeeding year. 

In addition to the foregoing fleet naval vessels, 4 tankers, having a total 
estimated cost of $30 million, are being constructed for MSTS. Seven other 
cargo ships, having a total estimated cost of $50 million, are authorized for 
MSTS but not yet awarded. 

Thirty-nine conversions of existing vessels are now in progress. The total 
estimated cost of these conversions is $629 million. Thus the combined total cost 
of the Navy’s current construction and conversion programs is estimated at about 
$3 billion. However, it is pointed out that only about $1.7 billion of this total 
remains to be expended. 

The last of the naval vessels now being built will be completed in August 
1958 (CVA-62). 
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Following are completion dates of the four carriers now under construction: 
CVA-59—October 1955 
CVA-60—February 1956 
CVA-61—June 1957 
CVA-62—August 1958 

The Cuarrman. Are there any questions any members want to ask 
the Secretary in regard to the shipbuilding program we have 
underway ? 

Mr. Jounson. Mr. Chairman, could I ask you a question ? 

The CHarrman. Yes, sir. 

Mr. Jonson. You mentioned that all these were being built in 
private yards. 

The CHarrmMan. Oh, no. Here they are. Thirty-five ships are 
being built as follows 
Mr. Jounson. I don’t care about the particular private yards. But 

aren’t they being built in navy yards like Mare Island ? 

The CHatrman. Oh, yes, they are being built—yes, here is one 
attack submarine being built at Mare Island. One attack submarine 
at Portsmouth Navy Yard. Two radar submarines at Portsmouth 
Yard. One nuclear-powered, at Portsmouth Navy Yard. 

Mr. Jounson. It will all go in the record ? 

The CuarrmMan. Yes. 

Mr. Jounson. That is all I want. 

The Cuarrman. This gives a complete breakdown. 

Mr. Hess. ( Aside.) 

The CuHarrMan. Go ahead, Mr. Hess. 

Mr. Hess. Mr. Secretary, may I ask this question: I noticed in 
your program you have some conversions here. Would you mind 
telling us what has happened to the old battleship Kentucky that was 
laid down and was in process of construction, and then construction was 
stopped ? 

Secretary Tuomas. Well, they started conversion work on it, and 
I will ask Admiral Leggett, who can give you the details of it more 
than Ican. It was started and then stopped and he will tell you the 
reasons why. 

The CuarrMan. Now, in that connection—— 

Admiral Leacerr. No, sir, it was not started and stopped, sir. It 
wasnt’ started. It was considered. We did go over the possible uses 
for the Kentucky, but actually no conversion was started. She is to- 
day in a status of about 56 percent complete, I think it is, tied up toa 
pier over by the Newport ‘News Shipbuilding and Drydock. 

Mr. Hess. Is there any work going on here at all? 

Admiral Leccerr. No work going on. 

Mr. Hess. One time I know they ‘considered using her as a guided- 
missile ship. 

Admiral Leccerr. That is correct, we did consider it. 

Mr. Hess. And have you given up that idea? 

Admiral Leccerr. For the moment, yes, sir. 

Mr. Hess. Are there any other ships that are in a similar status? 

The CHarrMan. Sixteen. 

Admiral Leccerr, The Kentucky, I think, is the only ship we have 
in a partially complete status today, which is being retained. There 
are other ships which are considered; that is have been considered 
for conversion, a number of them having been considered for conver- 
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sion—the two guided-missiles ships that are being converted now. 

There is a cruiser in this year’s program for conversion. The Ha- 
qwaii was considered for conversion to a command ship and also to a 
guided-missile ship. She is up in Philadelphia now in a nonstarted 
basis. 

The CHamman. May I interrupt, Mr. Hess? 

Mr. Hess. Yes. 

The Cuarmman. Admiral, my understanding was that they adopted 
the policy that if a ship failed to be more than 20 percent compete 
at a certain time, we would stop work on that ship; isn’t that correct? 

Admiral Leccetrr. At the end of the war, sir, I think that is cor- 
rect. 

The Cuatrman. All right. How many ships fell in that less than 
20 percent? Some 16, wasn’t it? 

Admiral Leccrrr. I don’t know the exact number, sir. 

The CHairMAN. Well, what became of those ships? 

Admiral Leecerr. Some of them we have scrapped. Some of them 
we have actually completed, even though they weren’t more than 

The CuHatrMan. Well, now, I wish you would get up in the record 
and show what you did with ‘those ships that were under 20 percent 
completed, that we adopted a policy that we would stop building 
which included the Kentucky. And put in the record what became 
of those ships and whether they have been scrapped or whether they 
are just standing in the yards half finished, and what type ships they 
were. 

Admiral Leacerr. Yes, sir. 

The CuarrmMan. So we can have a complete picture of the ship- 
building program all the time. 

That is the reason I had Mr. Kelleher fix up this statement that I 
have just read, so we can be conversant with what was going on. 

Now we have a big problem behind us and we are laying down a 
big program now. 

Admiral Leccrrr. Yes, sir. 

The Cuarrman. And we want to keep tab on it, because it is our 
responsibility to know. So before we started on this program which 
I referred to a moment ago, there was a previous authorization and 
we adopted the policy that, if the ships were not 20 percent complete, 
to abandon them. 

Now let’s see what became of those ships. Put it in the record. 

Admiral Leccerr. We will furnish that information for the record, 
sir. 

(The information requested is as follows :) 





STATUS AND DISPOSITION OF UNCOMPLETED IRNV‘* SHIPs 


1. Upon termination of World War II, legislative action was taken by the 
Congress to reduce outstanding appropriations and contract authorizations 
previously made available for defense purposes. The Frst Supplemental Surplus 
Appropriation Rescission Act (Public Law 301, 79th Cong.), approved on Feb- 
ruary 18, 1946, limited the availability of IRNV funds for fiscal 1946 to the 
construction of a specified number of naval ships and craft. The aforementioned 
act was amended on May 27, 1946, by the Second Supplemental Surplus Appro- 
priation Rescission Act (Public Law 391, 75th Cong.) which provided: 

“That the proviso in Public Law 301, 79th Congress, approved February 18, 
1946, under the head of ‘Increase and replacement of naval vessels, emergency 


2 Increase and replacement of naval vessels. 
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construction’, is amended to the extent that combatant vessels under construction 
on March 1, 1946, whose percentage of construction exceeded 20 per centum on 
that date will be completed.” 

2. As of March 26, 1951, all IRNV ships which were more than 20 percent com- 
plete on March 1, 1946, had been completed or were scheduled for completion, 
except the following: 


Kentucky | (BB-66) Seaman (DD-791) 
Hawaii (CB-3) Wagner (DE-539) 
Castle (DD-720) Vandivier (DE-540) 
Woodrow R. Thompson (DD-721) Lancetfish (SS-296) 
Lansdale (DD-766) Turbot (SS—427) 
Seymour D. Owens (DD-768) Ulua (SS-528) 
Hoel (DD-768) Unicorn (SS-436) 
Abner Read (DD-769) Walrus (SS-—537) 


The act of June 19, 1948 (Public Law 690, 80th Cong.) authorized the President, 
in his discretion, to suspend construction of 13 of the foregoing 16 ships. This 
authority to suspend construction did not apply to the Lancetfish (SS—296), the 
Turbot (SS-427), and the Ulnma (SS-428). However, the act of August 23, 
1954 (Public Law 622, 88d Cong) provided such authority with respect to the 
Lancetfish and Turbot. 

3. Enactment of Public Law 690 helped to justify the Navy’s 1949 program. 
The Secretary of the Navy, in a statement before a Subcommittee on Heavy 
Munitions of the House Armed Services Committee, summarized the situation 
as follows: 

“We seek the suspension of construction on 13 vessels, in which we could at 
some future date incorporate the developments which our research may indicate. 
While deferring the completion of these ships, funds in lesser amount are sought 
in the defense budget for the fiscal year 1949 to lay down a shipbuilding and 
conversion program of prototypes which will insure that your Navy continues to 
take advantage of the latest in science and research. Accordingly, the Navy 
recommends the enactment of the proposed legislation, which will make possible 
the 1949 building program.” 

4. The Bureau of the Budget, in a letter to the Secretary of the Navy dated 
December 19, 1947, had approved the construction of the U. S. S. United States 
(CVA-58) in consideration of the Navy's suspension of work on the Kentucky 
(BB-66) and the Hawaii (CB-3). Public Law 690, as finally adopted, however, 
included 11 other ships. Suspension of work on the entire 13, therefore, can 
be considered as offsetting, at least in part, the funds and authority received 
by the Navy to lay down the prototype 1949 program. Two of the ships included 
in the 13, the Hoel (DD-768) and the Abner Read (DD-769), were inadvertently 
included because the ships had already been scrapped on the ways in January 
1947. 

5. The act of August 23, 1954 (Public Law 622, 83d Cong.) authorized the 
scrapping of the Castle (DD-720) and Woodrow R. Thompson (DD-721), and 
ratified the action taken by the Department in the case of the Hoel (DD-76s) 
and the Abner Read (DD-769). The Navy was authorized to use the Ulua 
as a target for explosive tests by the act of October 12, 1951 (Public Law 173, 
82d Cong.) and the Wagner (DE-539) and Vandivier (DE—540) are being 
completed as DER’s under fiscal 1954 program. The 9 remaining ships of the 
original 16 which are to be scheduled for completion or conversion at some future 
date are listed below: 


Kentucky (BB-66) Seaman (DD-791) 
Hawaii (CB-3 Unicorn (SS-436) 
Lansdale (DD-766) Walrus (SS-437) 
Seymour D. Owens (DD-767) Turbot (SS-427) 


Lancetfish (SS-296) 


The Lansdale, Seymour D, Owens, and Seaman were scheduled for completion 
in the 1953 program ; then were postponed to the 1954 program, and, subsequently, 
postponed indefinitely. The Hawaii (CB-3) was scheduled in the fiscal 1952 
program to be completed as a command ship (CBC-1) but has been postponed 
indefinitely pending evaluation of the U. 8S. S. Northampton (ECLC-1).  Presi- 
dential rescission of the 1952 conversion authority was granted on September 
29, 1954. 

6. The construction of the remaining vessels is, in accordance with the above- 
mentioned Public Laws 690 and 622, suspended at the direction of the President. 
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Mr. Suort. Mr. Chairman. 
The CuHarrman. Mr. Short. 
Mr. Snort. I understood you, Admiral, to say that the Kentucky, 

which, of course, is a battleship, was about 60 percent completed ? 

Admiral Leccerr. Yes, sir; I think 

Mr. Suorr. How much money have you spent on it to date? Could 
you give us an approximate amount of expenditure on the Kentucky, 
which is 60 percent complete ? 

Admiral Leccerr. I can approximate that, sir, but I have to do it— 
I have to tell you this before hand, that the Kentucky was actually 
at one time reported as about 73 percent complete and since the war 
we have scrapped or used for other purposes a great deal of the mate- 
rial that was bought for the Kentucky. So what the actual charges 
against the Aentucky would be, would be kind of hard to say. But it 
would be somewhere in the neighborhood of $45 million to $50 million, 
I would say, sir. 

Mr. Suorr. $45 or $50 million ? 

Admiral Leecerr. Yes, sir. 

Mr. Suorr. And it is just lying idle now in port? 

Admiral Leccetr. Yes, sir. 

Mr. Suorr. What do you propose to do with it ? 

Admiral Leecerr. Well, it has a value, I think, sir, but until we 
come up to some application where it will really be economical to use 
it, we will keep it. 

The CuatrmMan. Well, the only value it has now is how an uncom- 
pleted job looks, isn’t it? What value has it now? You spent $50 or 
$60 million on it about 15 or 20 years ago, and it has been standing 
there, for just the value of how a job looks that hasn’t been finished. 

Mr. Suorr. Are you going to junk it and use some of the material 
in it? 

Admiral Leccerr. We have used some of the material and we may 
find a use for the hulk itself. 

The Cuarrman. I think the Department should make some decision 
as to what you are going to do with any piece of property that you 
spent $50 million on, and not just let it stand as an uncompleted ship, 
or even a built one. Something should be done with it. If you are 
going to scrap, why, let’s know how much we are going to get for it. 
If you are trying to modernize it or have some conversion of it, we 
should know. 

Something should be done. Because $50 million, notwithstanding 
the fact that we have spent a tremendous amount of money, is a pretty 
good tax bill. ‘ 

Mr. Suorr. That is the reason, Mr. Chairman, I asked the question. 
Because we are criticized, as you well know, for huge sums that have 
been spent and resulted in very little use. 

Mr. Hess. That is the reason I brought it up. There are guided 
missile ships in the program here. And I recall some years ago they 
contemplated using her as a guided missile ship. 

Admiral Leecerr. Yes, sir. 

Mr. Snort. Of course, I think we all understand that at different 
stages in the process of development it requires some time for you 
to make an intelligent decision as to how you can best use or salvage 
the money that you have spent. 

You have to check most of it as loss, of course, obsolescence. 
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Admiral Leccrerr. May I say just one more word about this? 

Mr. SHort. Yes. 

Admiral Leecerr. The guided missile conversions that we are mak- 
ing today, sir, are limited conversions. They are parts of cruisers 
and parts of destroyers. And after we have had some experience 
with these, it may be possible that we would want to finish up a ship 
like the Kentucky as a full guided-missile ship. 

The Cuatrman. I do think that the committee would hke for you 
to reach a decision as soon as possible what you are going to do with 
anything that you have spent $50 million on. If you are going to aban- 
don it, come up and tell us about it. If you are going to work some- 
thing out, it should be done. Because we shouldn’t lose that much. 

Mr. Kelleher, you have a comment from Admiral Carney on this? 

Mr. Kettener. Admiral Cay: stated only a few months ago 
that there isn’t anything a cruiser can do that a battleship can’t do 
better. He also said that their big, f fast, rugged hulls will be valuable 
for us for 15 or 20 years, and that we could either keep the guns on 
her or we could fit her out for guided missiles. 

The Cuarrman. I think, Mr. Secretary, as soon as possible you and 
your military advisers should try to reach some decision what you are 
going to do with the Kentucky. 

Where is it now? What yardisitin? Newport News? 

Admiral Leacerr. Alongside of Navy pier of Newport News & 
Drydock Co. 

The CuarrMANn. How long has it been now ? 

Admiral Leeertrr. Well, since right after the war, 1946. 

The CuairMan. 1946. About 10 years— years. And in that time 
we have spent $50 million on it and it is just standing there and 
that is the condition. 

Well, now, how long will it take you to evaluate what you can do 
in regard to it? 

Secretary Tuomas. Mr. Chairman, I don’t think I could answer that 
today. But we will give that our attention and try to report to you 
very shortly. 

The Cmairman. All right. Thank you very much. 

(Information is as follows:) 


UNCOMPLETED HULL oF “KENTUCKY” 


1. At the end of 1954 the Kentucky was 73 percent complete but is now only 
55 percent complete since much material has han nn diverted or scrapped. 

2. The present status of the Kentucky is as follows: 

(a) Watertight and weathertight to second deck. 

(6b) Majority of machinery (main propulsion) installed; machinery spaces 
preserved and dehumidified. 

(c) Newport News Shipbuilding & Drydock Co. has the ship but the ship is 
in custody of Norfolk Naval Shipyard. 

3. The cost to the time of suspension of Kentucky was $45 to $50 million. 
These expenditures include a considerable amount of equipment which has 
been transferred or turned into store. The care and maintenance of the Kentucky 
how costs approximately $5,000 per year. 

4. There are no definite plans at present for completion or conversion of the 
Kentucky. To complete as a battleship would cost about $80 million. To com- 
plete as a guided missile heavy cruiser would cost about $100 million. In view 
of the rapid technological advances being made, especially in the field of guided 
missiles, the Navy desires to retain this hull for possible future completion or 
conversion. 
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Now Admiral Duncan. Members of the committee, Admiral Dun- 
can is the assistant to Admiral Carney. Admiral Carney is the officer 
in charge of CNO office. He could not be here. So he asked Admiral 
Duncan to appear and state the views of his Department. 

Admiral, it is a pleasure to have you here. We will be glad for you 
to make any statement you desire and see fit to. 

Admiral Duncan. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, Admiral Carney 
has asked me to inform the committee that he deeply and personally 
regrets that the necessity of going to Formosa on very short notice 
has prevented his being here today. As many Members of the Con- 
gress know, Admiral Carney has had an abiding interest in naval 
shipbuilding matters for many years. Both in his present and former 
capacities, he has been a witness in support of the Navy’s shipbuilding 
and conversion programs before several Congresses. He actively 
participated in, and reviewed the procedures which have resulted in 
the Navy’s 1956 program. For these reasons, he feels a profound 
personal interest and obligation toward this program, and would have 
been here today except for the urgent business which has taken him 
away. When he learned he could not be present, he prepared his own 
views with respect to this shipbuilding and conversion program, so 
vital to the Navy, and has asked me to read you this statement. 

With your permission, Mr. Chairman, I will now proceed to read 
Admiral Carney’s statement. 

The Cuatrman. All right, go right ahead, Admiral. 

Admiral Duncan. I deeply appreciate the opportunity to have my 
personal statement with respect to H. R. 4393 presented to you today 
by the Vice Chief of Naval Operations. 

This bill incorporates the Navy’s fiscal year 1956 shipbuilding and 
conversion program, approved by the President, and for which we are 
now seeking funds from the Congress. Mindful that this committee 
already has an extensive knowledge of the Navy’s shipbuilding re- 
yulrements, it is my intention to present as concise and meaningful a 
picture as possible to this group, dealing with the program as a whole, 
and then follow by a more detailed discussion of one item in the 
program. I thank the committee for giving its time and attention 
to this program, so important to the Navy. 

At the outset I should like to comment on the relation of military 
strategy to national policy. The fundamental character of military 
strategy derives from and must be in consonance with national policy. 
The Armed Forces functioning in accordance with approved military 
strategy are thus carrying out the mission of support of the national 
policy, from which a large number of functions and activities extend. 
Since our Government, to mention a few examples, is a party to the 
North Atlantic Treaty Organization which ties us to the general area 
of Europe, from the North Cape to North Africa and from the Atlantic 
Ocean to the Middle East, and since we have mutual security arrange- 
ments with many of the nations in the Western and Southwestern 
Pacific, not to mention those in our own hemisphere, and since na- 
tional policy involves cooperation and collaboration with the free 
nations of the world, it is evident that our grand military strategy 
must be a forward one. From the fact that our grand military 
strategy is a forward one is derived the Navy’s overall task to control 
the seas. 
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The proper performance of this task is essential in order to project 
the power of our Armed Forces overseas and to any part of the 
world where it is needed and includes direct and positive support of 
the land battle and the air battle in overseas theaters of operation. 

The Navy is a primary and indispensable element in the projection 
of military power to overseas areas and naval airpower is an essential 
element in all phases of naval operations. The Navy on the sea, under 
the sea, and in the air, may well be the factor which determines 
whether a war is fought far from our shores or in our own homeland. 
This is important. Ships and aircraft and the means of operating 
them, of the kinds and numbers required to fight in the kind of a 
war which we may expect if we are so unfortunate as to be plunged 
into one, are essentials to the Navy, and a continuing, progressive, and 
forward-looking shipbuilding program is a good part of the lifeblood 
of the Navy. 

The basic objective of our annual shipbuilding and conversion 
programs is direct and clear-cut. Each is an increment of a longer- 
range plan, designed to maintain the most modern Navy possible, with 
the needs of the future always in mind. 

The two most important factors affecting our programs are: First, 
the specter of overage and block obsolescence as it affects many of 
our existing ships; and, second, the vital necessity of maintaining 
the lead in today’s race in the technological field. There are other 
factors which we must take into consideration. Our programs must 
be orderly, keeping pace with evolutionary transition, for it would 
neither be practicable nor desirable to replace the entire fleet at once. 
We will always have some old and some new. We must consider 
the importance of maintaining the know-how and mobilization base 
in the shipbuilding industry. 

In preparing our annual shipbuilding conversion program, we are 
also mindful of the naval capabilities of unfriendly powers. While 
such naval capabilities do not directly control the level of our forces, 
they do have a most definite impact on the tasks that we will have 
to accomplish. In the case of the Soviet Navy the most dangerous 
element is its submarine force. A large part of the U. S. S. R. 
undersea craft, now estimated at about 350, are modern and are 
certain to be well-armed and equipped. While we have no informa- 
tion that the U. S. S. R. has built, or is building, aircraft carriers, 
the number of Soviet naval aircraft is upwards of 3,000. This weak- 
ness in the lack of aircraft carriers is a weakness which we must ex- 
ploit, and for which, I may add, we may take some measure of com- 
fort. Soviet naval construction of surface-combat ships, as well as 
submarines, is increasing. Both cruisers and destroyers in relatively 
large numbers have been built by the Soviets since the end of World 
War II. The U. S.S. R. has more ships in active service in commis- 
sion than any other navy except our own. 

Of major importance—our programs must place the emphasis on 
hitting power rather than on massive numbers of ships, mindful that 
balance must be retained. 

Most of the ships now in our Active and Reserve Fleets are of 
World War II vintage; many have already passed the midpoint of 
their useful life expectancy. Unless a continuing and orderly ship- 
building and replacement program is provided, large numbers will 
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become obsolete at about the same time, and because of the long- 
Jead time for building ships, it would be impossible to replace these 
ships in a relatively short time, even if unlimited authorization and 
funds were available. In the technological weapons race of our era, 
yesterday’s or even today’s weapons in old or new hulls soon become 
marginal or obsolescent. We must not fail to continue our strenuous 
drive to develop new weapons, and when ready, to incorporate them 
in our ships without delay. 

Our shipbuilding and conversion program is designed to achieve 
a proper balance between useful modernizing of the old and acquisi- 
tion of new and advanced types with modern characteristics not 
achievable through modernization, and we are mindful of the need 
for proper phasing of our programs in order that economy and effi- 
ciency may both be realized to greatest measure. 

In every case where it would be economical and practicable to 
modernize an existing type, we have taken that course; but where an 
existing hull cannot meet the need, or where a conversion would be 
disproportionately costly in the light of future value of the ship, we 
have requested that a new ship be built. I-think that the committee 
understands that the point of diminishing returns is eventually reached 
with regard to the modernization of existing ships. When that point 
is reached, we must either replace the ship or vacate its place in the 
fleet. 

My own philosophy with respect to this program may be briefly 
stated as follows: 

It is a program designed around long-range needs—the fast carrier 
task force, to project air power where it will be most effective; the 
development and employment of nuclear power for propulsion; 
weapons modernization, including missiles; greater sea keeping 
qualities in our ships; and last, but far from least, the improvement 
of our antisubmarine effort, including the procurement of a few proto- 
type escort types which could be produced rapidly and cheaply with 
a minimum of material and labor. 

The bill before you would authorize and direct the President to 
undertake the construction of, or to acquire and convert, 34 naval 
vessels, large and small, plus about 14,000 tons of landing craft; and 
to convert or modernize 28 existing ships. The individual types and 
their respective tonnages are listed in the bill, but in summary, I 
should like to indicate briefly, for the more important items some of 
the features or reasons why the *y are included in the program. 

(a) One Forrestal-type carrier has been requested in the program 
in 5 *r to continue an orderly replacement program of World War IT 
carriers; to meet the operational demands of carrier aircraft envi- 
sioned for the future, such as, requirements for increased catapult ca- 
pacity, increased arresting gear capacity, stronger flight decks, larger 
elevators with higher lifting capacity, higher hangar deck overhead 
to accommodate larger aircraft ; and in order to provide for increased 
jet fuel capacity, greater speed and survival power. 

(6) Eight submarines, three of which are nuclear powered, and five 
with improved conventional Diesel power plants. One of the latter 
will have guided missile capabilities. 

We attached great importance to the 3 nuclear powered submarines, 
1 of which is a large radar picket submarine. They represent a pro- 
gressive advance in nuclear power, and will incorporate the latest 
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developments available. The three nuclear powered submarines rep- 
resent a part of our continuing efforts to phase in nuclear power for 
ship propulsion as rapidly as “practic able, depending upon the state 
of the art and upon the capacity of industry to produce the required 
powerplants. This transition must proceed in a prudent, orderly and 
forward looking manner, recognizing that development of nuclear 
power propulsion is still in its infancy, and that the ships which we 
build must be useful for many years. 

The five submarines with conventional propulsion systems are in- 
cluded in the program as a part of our efforts to overcome the acute 
problem of block obsolence in this type. I would point out that the 
conventional propulsion power plants are not obsolete, nor will they 
become so in the near future. The submarines in this program, with 
the diesel-electric propulsion machinery, will have many advanced 
features, including new weapons, deep- diving capacity, and are badly 
needed in the fleet. We cannot afford to delay submarine construc- 
tion until adequate nuclear powerplants are proven and available. 
We are confident that the conventional power plants in the five non- 
nuclear powered submarines in this program will be useful and effec- 
tive for the life of the ship. 

(c) World War II destroyers are rapidly becoming obsolescent, 
and on a modest replacement basis, we are requesting as new con- 
struction: 

(1) Seven conventional destroyers with the latest anti-aircraft 
armament, sonar, and anti-submarine weapons. 

(2) Six frigates, a type similar to the destroyer leader previously 
constructed, which will now also be classified as frigates. These ships 
will have improved antisubmarine and antiaircraft warfare capabili- 
ties, and improved sea keeping qualities. We now plan that 3 of the 6 
will have guided missiles capabilities. 

(3) Two escort vessels: Upon mobilization there will be a require- 
ment for a large number of escorts for merchant convoys and slower 
naval forces, and these new escort vessels are being developed as a 
low cost prototype that could be mass-produced. 

(7d) The program includes 3 auxiliary ships—2 fast ammunition 
ships, and 1 fast general stores issue ship. In the design of these ships, 
consideration was given to increased speed and to a more rapid re- 
plenishment-at-sea rate. 

The principal items in the conversion program are : 

(1) The installation of angled decks on six carriers to gain im- 
proved performance from jet aircraft, plus the additional safety factor 
inherent in the angled deck. 

(2) One austere conversion of a light cruiser to carry the TALOS 
missile and one conversion of a destroyer to carry the TERRIER mis- 
sile. Again, these are prototypes. 

(3) To permit the Navy to carry out its commitments in support of 
continental defense, it is planned to convert 12 escort vessels and 4 
Libery hull cargo vessels into radar picket ships. This is a continua- 
tion of a previous program. 

The ships in this program have been rec ommended by me as Chief 
of Naval Operations, the Secretary of the Navy, the Secretary of De- 
fense, and the President. It has been included as a program deemed 
essential by those who are responsible not only for the effectiveness of 
our naval forces, but also by those of the executive branch, who have 
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great responsibilities for the security of the United States and who also 
have the responsibility of making recommendations in the premises 
to the Congress. Notwithstanding the approval by these officials, 
some questions have been raised with respect to the aircraft carrier in- 
cluded in this program and therefore, I feel it would be appropriate to 
discuss in more detail the need for this particular ship. 

I mentioned earlier that we place greatest dependence on hitting 
power rather than on massive numbers of ships. Our greatest hitting 
power today is spearheaded by our mobile carrier task force, and this 
bespeaks the importance attached to developments in aircraft carriers, 
aircraft, weapons, and techniques, in order that we keep abreast of 
technological advances. It is essential that we keep abreast if we 
expect to carry out effectively our missions and tasks. 

Our striking power must be available on D-day to initiate immedi- 
ately our offensive and defensive tasks. 

The inescapable effects of age are such that by 1965 we will have 
only 7 attack carriers fully capable of operating our high perform- 
ance aircraft if the carrier program is discontinued; and 3 of the 7 
would be 16 to 20 years old. Six more ships, incorporating every 
possible improvement, will have become marginal in capability. Such 
a situation would not meet the security requirements as envisaged 
today by those who are responsible for the military security of the 
United States. 

It is the clearly and emphatically stated policy of our Government 
today that we should strengthen our airpower. The President has 
defined the United States airpower as the total air power of the mili- 
tary forces. 

The foregoing considerations constitute the basis for including 
an aircraft carrier in the fiscal year 1956 shipbuilding program. 

For the nuclear deterrent role, the United States must possess strik- 
ing forces which are powerful, varied in their nature and employ- 
ment, and as invulnerable to surprise attack as we can make them. 
They must be varied in character because if we were to rely on only one 
type of striking force, the enemy’s defense problem would be much 
more easily solved, or he might more easily persuade himself he has 
solved it, and in this belief launch his surprise attack. A variety of 
types of forces also lessens the vulnerability of our national striking 
power to any single type of enemy attack. A mobile base, for example, 
will not be vulnerable to the very long-range ballistics missiles of the 
1960-70 era. A sea base can be more readily defended against many 
forms of air attack, particularly in the atomic era. The sea base 
from which we can employ airpower, offensively and defensively, 
on the seas and contiguous land areas where the use of airpower 
would otherwise be unfeasible, impracticable, or impossible 1s the 
carrier striking force. I would like to evaluate the capabilities of a 
carrier striking force. 

A sea-based carrier striking force has the following capabilities: 

(1) An ability to deliver nuclear weapons in considerable quantity. 

(2) An ability to deliver such weapons against the very bases from 
which the enemy may challenge our control of the seas, such as enemy 
submarine pens, or other bases from which the enemy might operate 
vessels or aircraft against our forces. 
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(3) Dispersal of part of our national power upon the sea where 
it is able to move about and thus, because it does not remain in a fixed 
position, reduce its likelihood of destruction. 

(4) An ability to operate efficiently against targets the destruction 
of which requires very accurate delivery ‘of w eapons. 

(5) An ability to participate readily and effectively in brush-tire 
type of w arfare, such as Korean war and the Tac hens evacuation, 
while retaining a power to join in an all-out nuclear attack. 

(6) An ability readily to shift pressure as the center of the threat 
shifts without construction of new bases and without danger of the 
old base falling into enemy hands. 

(7) And finally, the carrier striking force represents power that 
we can place overseas and use as we will, without negotiation or con- 
sultation with foreign governments, and without the advance buildup 
for which there may not always be time. 

I can state unequivocally that the most important ship in the Navy’s 
fiscal year 1956 shipbuilding program is the aircraft carrier of the 
Forrestal class. This ship, together with the four Forrestal class 
‘arriers previously authorized, is necessarily larger than any of our 
present carriers in order to be able to operate, without restrictions, new 
and more powerful carrier aircraft, as 1 have mentioned earlier. The 
modernization program for World War II carriers has permitted the 
Navy to date to keep abreast of carrier aircraft development and the 
needs of naval aviation. However, the practical limit for a substantial 
improvement of these carriers is clearly in sight. Anticipating this 
situation, the Navy designed the Forrestal class carrier with aero- 
nautical and other features which will provide substantial operating 
margins for aircraft envisioned for its useful life. The Forrestal 
class carrier is a logical and forward-looking step in the development 
of a proven weapon. 

Carrier forces are deemed essential elements of the Armed Forces 
and are incorporated in approved force levels recommended by the 
Joint Chiefs of Staff and approved by the Secretary of Defense and 
the President for the fiscal year 1956. As a matter of interest, the 
fiscal year 1956 naval force levels include one more carrier and one 
more carrier air group than in fiscal year 1955. This, I believe, clearly 
demonstrates the essentiality of the carrier forces 

Furthermore, the approved force levels for the fiscal year 1956 
include the operations of the best and most formidable carriers in our 
inventory, a fact which indicates the necessity for obtaining the best 
possible capabilities from this essential component. 

Under the philosophy that we are girding for the long pull, and are 
leveling off with powerful forces that can be supported for such a 
period, it is to be expected that carrier forces will be needed for the 
foreseeable future, and it is axiomatic that the carrier forces in com- 
mission should have the maximum capabilities attainable. The air- 
craft carrier and the fast carrier task group make up a vitally 
important weapons system in which we have a major advantage over 
our most likely enemy. Any action at this time that would ‘forfeit 
this advantage would appear to be a most unwise course, indeed. 

In conclusion, I should like to assure this committee that every ship 
included in this building program is essential. Each type has a 
definite mission and definite tasks to perform in our concept of modern 
naval warfare. Each is designed to be useful for the maximum period 
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of time. I earnestly hope that we will have the support of this com- 
mittee in obtaining approval of this program and I recommend the 
enactment of H. R. 4393. 

Now, Mr. Chairman, that concludes Admiral Carney’s statement. 

I should like now to give the committee a brief status report and 
remark further on certain of the aspects of this program, as well as 
discuss new developments. With your permission, sir, I will proceed 
to do that. 

The CoarrmMan. Goright ahead, Admiral. 

Admiral Duncan. The chart to which I point is in etfect an inven- 
tory of what we have today. The column on the left are the ships in 
the active fleet, which correspond to a force level, or force levels which 
have been prescribed by the Secretary of Defense on recommendation 
of the Joint Chiefs of Staff. 

Fourteen attack aircraft carriers, 2 small aircraft carriers, being the 
ships which were converted from the cruiser hull, 5 escort carriers 
being among—— 

The CHatrman. Admiral, that is marked “confidential.” 

Admiral Duncan. I am sorry, sir; I fully intended to take that off 
before I came up. 

The CuatrrmMan. Allright. Go ahead, then. 

Admiral Duncan. I will cross it off the top, also—top and bottom. 

The 5 escort carriers are 5 of the most modern of the very 
large number of small aircraft carriers that we built by various means 
during the war. Some were converted from C-3 merchant hulls. 
Some were built on the Kaiser building program. Some were con- 
verted from oilers and some were built on hulls similar to oilers. 

Mr. Jounson. Mr. Chairman, could I ask him a question ? 

What does that word “escort” mean ? 

Admiral Duncan. That is simply a name, sir, which was attached 
to these particular ships at the time that we started to build them 
during the war. 

Mr. Rivers. Jeep carriers. 

Admiral Duncan. Jeep carriers. 

I happened to have put in commission and commanded myself the 
first jeep carrier converted into naval use. It was built on a Maritime 
Commission C-3 hull. It was converted in 90 days. We landed the 
squadron aboard 120 days after the ship went into the yard to be con- 
verted. That, of course, was very special treatment. She was the 
prototype for this very considerable number of escort carriers that 
we built. 

They got the name “escort,” sir, because one of the uses to which it 
was intended to put these ships when they were first conceived was as 
escort of convoy operations. That is why they are called escort. 

The Cuarrman. Go ahead. 

Admiral Duncan. The ASW support carriers are carriers of the 
Essex class, 27,500-ton carriers built at the onset of World War II and 
during the war. Those ships in the active fleet-—these 12 ships—are 
all engaged in antisubmarine work. We have turned over several of 
the earlier /’ssex-class ships to antisubmarine work. 

Three battleships, 18 cruisers, 249 destroyers, 111 submarines, 81 
patrol vessels, 115 mine vessels, 220 amphibious vessels, and 281 aux- 
jliaries. 
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The Cuairman. Now that is the composition of the Navy today, 
that is in commission ¢ 

Admiral Duncan. That isas of the 1st of February, sir. 

The CrarrMan. 1,104 ships / 

Admiral Duncan. That is correct. 

The Cuarrman. Of different kinds? 

Admiral Duncan. That is correct. 

The CHairman. Now, show the committee how much we have in 
reserve. 

Admiral Duncan. I will, sir. 

In the column next to the right, two attack carriers are in com- 
mission in the reserve. That is, they are in reserve, but they have a 
small nucleus crew aboard so they could be put into operation quickly. 
We did that during the Korean war, to have a quick ability to get a 
ship into commission. 

Four small, or the ex-cruiser hull ships, 58 escort carriers, the jeep 
carriers, and 3 of the ex-attack carriers of the /’ssex class. 

Twelve battleships, 53 cruisers, 105 destroyers, 57 submarines, 246 
patrol vessels, 134 mine vessels, 414 amphibious vessels, and 227 auxili- 
aries. Fora total of 1,314 ships. 

The CHamman. Now, the committee can understand, then, that 
they have 1,314 vessels in what we classify as mothballs? 

Admiral Duncan. That is correct, sir, except that a very few, as 
the two carriers I mentioned—— 

The Cuatrrman. That is right. 

Admiral Duncan. May be actually not mothballed, but still in the 
reserve fleet. 

The Cuarrman. All right. What is your next column—*Other” ? 

Admiral Duncan. The next column includes ships which are in 
the conversion process, ships assigned to naval districts, and various 
ships which are neither in mothballs, in reserve, or in the active-force 
levels. 

The Cuarrman. Now—— 

Admiral Duncan. This column is just the ships which are in various 
stages of processing, as well as assigned to districts. For example, 
we have a large aircraft carrier in the process of conversion. She 
will be included in this list here. 

The Cuarrman. Now, have we any ships loaned to foreign nations ? 

Admiral Duncan. Yes, sir; we do have. 

The Cuarrman. How many and what type? 

Admiral Duncan. I do not have that figure with me, sir. I would 
like to refer to my data. 

The CiratrMan. Get that and bring that back here Wednesday. 

Admiral Duncan. I will have it for you at the next meeting, or 
submit a memorandum. , 

Mr. Keiiener. ( Aside.) 

The Cuamman. Here it is, right here. Let’s see what combatant 
ships we have. Read it out, Mr. Kelleher, what combatant ships 
we have with foreign nations. You got it? 

_ Mr. Ketiener. Yes, sir; but combatant ships are not included in the 
list of vessels loaned. Only those sold pursuant to law as, for 
example, sold to Brazil, sold to Chile, sold to Argentina, appear on 
this list. 








940 


The CuarrMan. We passed on that. 
Mr. Ketiener. That is right. 


The CuatrmMan. Get that and put it in the record, as much as 


vou can. 
Admiral Duncan. Yes, sir. 


~ 


(The information requested is as follows :) 


Ships on loan (Mar. 10, 
| Number | 
Warships; | 
Small aircraft carrier (CV L) aa 1 
Destroyers (DD) - ‘ -— 4 | 
Submarines (SS) Z 3 eee 6 | 
Total, warships , 11 | 
Patrol vessels | 
Submarine chaser (173 feet) (PC) ; } 1¢ 
Submarine chaser (136 feet) (PCS) : 4 
Patrol escort (PF) : : : a 22 
Motor gunboat (PGM) eens 1 
Total, patrol vessels 37 | 
Amphibious warfare vessels: 
Landing ship, support (large) (LSSL)___...--- -| 54 
Control submarine chaser (173 feet) (PCC) -- : 1 
Total, amphibious warfare vessels 5 55 
Auxiliary vessels: 4 
Cargo ship (AK) ! 6 
Cargo ship, light (AKL). ae ae “eee 6 
Salvage vess@l (A RS) : en dee 3 
Seaplane tender, small (AVP). . as 15 
Total, auxiliary vessels one - 30 
Total, all categories____- kcsee< - ee: 133 
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France. 
2 to Japan, 2 to NGRC (CHINATS). 
2 to Italy, 2 to Netherlands, 2 to Turkey. 


| 2to ROK, 8 to NGRC (CHINATS). 


ROK. 
18 to Japan, 4 to ROK. 
NGRC (CHINATS). 


50 to Japan, 4 to ROK. 
NGRC (CHINATS) 


Merritt-Chapman & Scott Corp. 
U. 8. Coast Guard. 


The CaHarmman. What is your next point ! 
Mr. Rivers. Mr. Chairman, let me inquire. I understood the Secre- 
tary to say this morning that those jeep carriers were obsolete. Now, 





do you call 
Admiral Duncan. That is correct, sir. 


Mr. Rivers. Do you call an obsolete one, one that is in the reserve? 
Admiral Duncan. They are in the reserve fleet. We keep them be- 
cause they offer a possibility, or possibilities for use as aircraft trans- 
ports, just to carry airplanes back and forth between theaters, and 


possibilities in a direction which we are now exprimenting with and 
exploring of converting them into assault helicopter carriers. 


Mr. Rivers. Therefore—— 


Admiral Duncan. Until we are a little farther along in that par- 
ticular exploration, we feel that they should be retained for those 


possible uses. 


Mr. Rivers. And classified as combatant ships? 
Admiral Duncan. They would be in that case; yes, sir. They 
would become amphibious ships in the latter case. 


The Cuarrman. Now, Mr. Kelleher 





Mr. Suort. They are a lot better than nothing. 


Mr. Rivers. Yes. 
Admiral Duncan. Yes, sir. 


The Cuatrman. Mr. Kelleher tells me that 40 of your 57 have been 


sold. 
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Mr. Ketiener. Not 40 of the 57. Forty in addition to the 57. 

Admiral Duncan. Forty in addition to the 57. 

The CHAtrman. Forty in addition to the 57? 

Admiral Duncan. Yes, sir. A very considerable number of these 
have been sold. 

The CHairMAN. We have all that information right here. 

Admiral Duncan. Yes, sir. 

The CHatrman. All right. 

Now, Admiral, what is your next point? 

Admiral Duncan. I would like to— 

The Cuarrman. Wait 1 minute, Admiral. Now let the committee 
get the picture. We have 1,104 ships in commission, of different char- 
acter. We have 1,314 in mothballs. Now the strength of the Navy is 
about six hundred-and-some-odd-thousand men, is it not, in this fiscal 
budget ? 

Admiral Duncan. Began 665,000—end 657,000. 

The CuairMan. 665,000 is what is authorized by the Appropriation 
Committee as a begin strength. Now, are you in position right there 
to state the strength of the air force of the Navy? 

Admiral Duncan. Of the people assigned to the airlines? I have 
that figure in my book, sir. There are 198,330 in the air program. 

The Cuarrman. Is it confidential as to what is the number of air- 
planes of different types we have in the Navy ? 

Secretary THomas. Of the different types of airplanes? 

The CHairman,. Yes. 

Secretary Tuomas. No. We got 

The CHarrman. What is the total number ? 

Secretary THomas. 16,050 is our total inventory. 

The CHairman. 16,050. Now that gives the committee a good pic- 
ture of what the United States Navy is today. 

1,104 ships in commission, 1,314 in reserve, a personnel of 665,000, 
and 16,050 airplanes of various types. That is the Navy? 

Secretary Tuomas. That is right. Our personnel on board at 
December 31, 1954, was 680,000. 

The Cuarrman. All right. It gets down by the end of the fiscal 
year 1955 to 665,000. 

Secretary Tuomas. 665,000. 

The CHarrman. Yes. 

Admiral Duncan. And by the end of the next fiscal year, 1956, 
which we are considering, to 657,000. 

The Cuatrman,. 657,000. That is right. 

Admiral Duncan. Yes, sir. 

The Cuarrman. And that is the floor. 

Admiral Duncan. That is right. 

The CuarrmMan. You can’t go any lower than that. 

Admiral Duncan. Now 

Mr. Kewiener. ( Aside.) 

The CHatrman. Now, how many—I better clear it up. Of the 
16,050 airplanes, how many would you classify as combatant, if you 
are permitted to state that publicly ? 

Adfiral Duncan. There will be 10,061 operating airplanes, | 
believe is the number, sir. I would have to verify that, which I can 
do when I conclude this particular part of the presentation. It is an 
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increase from the 9,941 which the committee was familiar with as the 
operating force level for the fiscal year 1955. 

The Cuatrman. The country will understand we have a very 
strong Navy. All those figures you have given us would make a very 
strong Navy. But we have to continue to build. We can’t stop. 
We have to build all the time, or else they will become dailies ent. 
Now go right ahead, Admiral. 

Mr. Jounson. Mr. Chairman, could I ask him one question ? 

The CHatrMAN. Yes, 

Mr. Jounson. In that total for the Navy, that includes the Marine 
aviation, too? 

Admiral Duncan. Yes, that includes Marine aviation as well. 

Secretary THomas. 1,400 are the Marine. 

Admiral Duncan. I would like to pass to this chart, Mr. Chairman, 
which is rather revealing. And I will say at the outset of this part 
of my talk that the years of life of various kinds of ships are in some 
measure arbitrary. They were generated, as you know, at the time 
of the disarmament conference in 1927. 

Our experience in general has shown them to be pretty good figures 
as far as basing plans on for when and how long things will last. 

Based on the life of the ships involved, this chart on the left side 
shows the total inventory that we have. The auxiliaries, in pale 
green, amphibious types in blue, mine and patrol craft in brown, and 
the major combatants in gray. 

As time goes on, 56, 57, 58 and 1959, age catches up with these ships 
on the scale which I have set—the 20 years for aircraft carriers, for 
example, 16 years s for destroyers, and 13 we expect submarines to last. 

So if we built no more ships beginning as of now; that is, if we 
built no more naval ships at all, we would end up in the year 1967, or 
shortly after that, with 198 ships i in the Navy which were not overage 
according to that criterion. 

I point this out as being rather revealing of the necessity for a 
continuing program of shipbuilding and in the hope that we will not 
again get into a position where we will have everything of the same 
age. 

The Cuatrman. Now, since—go ahead and finish. Then I will ask 
you a question. 

Admiral Duncan. I picked this one to show the committee. This is 
the destroyer picture. The total number of hulls [indicating], the 
number that we are required to have in active commission in the 
force levels is 252 for fiscal 1956. Im 1959, if we build no more de- 
stroyers, the gray area shows what will happen to us. We will be 
down to 29, 15, and completely run out of them over here. 

By building 13 this year, which we have asked for in the budget, and 
by building 30 a year for some 6 years thereafter, and then going 
down and leveling off as between 12 and 16 years, we will accomplish 
this pink area here, which will bring us back in 1973 or thereabout, 
perhaps 1970, to about the numbers that we now are required to oper- 
ate in the active fleet. 

I don’t mean to say by any means that this white area is here [in- 
dicating ] we won’t be operating any ships. Because we will be. We 
will be utilizing the older ships which we have and we will be making 
the best of what we have. We will have ships in the operating forces in 
accordance with the numbers that are required. 
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But this much out of it—the white part as opposed to this part— 
will im fact be made up of World War II destroyers. 

Mr. Rivers. Mr. Chairman, could I inquire there ? 

Will all that new construction which you want to go along with in 
an orderly fashion for 6 or 8 or 10 years be this new 2,900-ton 
destroyer ¢ 

Admiral Duncan. It will be 3 or 4 different kinds of destroyers. I 
will point that out to you, sir, as we go along. 

Mr. Rivers. Your new one 

Admiral Duncan. One type of ship, the workhorse of World War 
II, will not longer do all the things we want that kind of ship to do. 

Mr. Rivers. What was the workhorse? 1,600 or 2.200? 

Admiral Duncan. The 2,100- or 2,200-ton type with the longer hull. 

Mr. Rivers. Yes. 

Admiral Duncan. This is an outline drawing of the frigate that 
we have in this year’s program. It is a large ship. The trial weight 
[ think is 3,600 tons. It is built with very good sea-keeping qualities. 
It has a heavy gun battery. It has the latest thing in radar. It is able 
to guide airplanes and control them. And it has the best we have in 
sonar equipment for submarine detection. 

We now plan to complete 3 of these 6 ships as guided missile ships. 

I come to the submarine situation. As before, the total numbers 
[indicating]: Our active force level required in the Armed Force 
levels is 110. If we built no more submarines beginning with today, 
this is the line which would show what happens to our submarines. It 
would be down to 26 in 1959 and disappear in 1971. 

If we build eight a year from now on out, we will go up along this 
line and we will reach the neighborhood of our required force levels 
about 1970. 

Again, the ships in this white area we will operate. They will be 
ships which have been worked on, maintained, and in some cases 
modernized, in many cases modernized, and that is what we will be 
using. 

They will, however, be overage. 

Mr. Suorr. Just a question, Mr. Chairman, there. 

On what do you base the required force level in 1970, providing the 
international situation remained pretty much as it is today ? 

Admiral Duncan. If we kept on with the same kind of forces in 
the Armed Forces and on the same general order of magnitude as we 
have today, is my assumption. Otherwise, of course, these charts 
would not be as meaningful. 

Mr. Suorr. But—— 

Admiral Duncan. We don’t know. I can’t say. 

Mr. Snort. That is right. 

Admiral Duncan. What will happen in 1970, none of us can say, 
but on the assumption that this is the general magnitude of forces, the 
kinds of things that we use to do the things that have to be done will 
not be greatly different except as modified by technological advances— 
guided missiles, nuclear field activities, and things of that kind. 

Mr. Jounson. Could I ask him a question 

Mr. Snorr. Because of the natural uncertainties, one must—he is 
forced to run calculated risks. 

Admiral Duncan. That is correct. 
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Mr. Suorr. But in making your calculation and all, you take into 
consideration possible advancements and progress that any potential 
enemy might make in the intervening years. 

Admiral Duncan. We do, and I will point that out just a little bit 
later, what is happening along those lines. 

Mr. JoHnson. Would the gentleman yield? Could I ask him a 
question ¢ 

The Cuatrman. Mr. Johnson. 

Mr. Jounson. Do you assume the intentions will be about the same 
as they are now? 

Admiral Duncan. Assume what, sir? 

Mr. Jonnson. The intentions between our bloc and the other bloc 
will be about identical to what they are now ? 

Admiral Duncan. I couldn’t say that, what they are going to be, 
but I think we must go on that assumption until we have a reasonable 
indication that it is going to be different. 

Mr. Jounson. That is what I think. 

The CuatrmMan. Go ahead now. 

Admiral Duncan. This is the picket submarine, nuclear, which we 
are building in this program. It has improved ability for operating 
with fast-striking forces. It has more submerged speed. It has more 
surface speed. It has a fairly good armament—a good armament. 
And it is an advance in providing a family of nuclear powerplants in 
the general development of the nuclear power field. 

Mr. Snort. And, of course, vaster range. 

Admiral Duncan. Longer range; yes, sir. 

These are the conventional powered submarines in this program. 
They have improved sonar, improved communications, improved hull 
design characteristics for better underwater performance, increased 
operating depth, and still greater submerged maneuverability. They 
are the diesel-electric submarine in the program. 

The guided missile submarine, which is in the program, is depicted 
here. It, we hope, will get us on with our program of guided missiles 
from submarines. 

As you know, we have one submarine that has been working with 
guided missiles for some time. We have another one which is about 
to come out. And the one in this program will be the first one which 
has been built, you might say, from the ground up for this purpose. 
This is the first of its class. 

The CHatrMan. The other guided missile ships—is that the only 
guided missile ship being built? 

Admiral Duncan. No, sir. 

The CuatrrMan. Primarily a guided missile ship? 

Admiral Duncan. The only submarine. 

The CHarrman. The only submarine. 

Admiral Duncan. We have, as you know, two ships which have 
been in conversion, guided missile ships—the Poston and Canberra— 
which will join the fleet within the next few months. 

Mr. SHorr. Mr. Chairman. 

One thing that this committee should bear in mind, however, is 
that this type of submarine cannot be nearly as effective against our 
present potential enemy as theirs could be against us because of 
geographical considerations. 

Admiral Duncan. I think that is decidedly a factor, Mr. Short. 
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Mr. Doyie. Mr. Chairman, may I ask him a question at that point? 

The Cuatrman. Mr. Doyle. 

Mr. Dorie. With reference to your guided missile submarine or any 
other type of submarine, do you propse to step up the tempo of build- 
ing those, any particular one, during this conversion period—dur- 
ing the next 2 or 3 years, 4 years or 5 years / 

‘Admiral Duncan. The chart that 1 showed you, sir, Was on the basis 
of eight a year. 

Mr. Doyie. Eight a year. 

Admiral Duncan. We have not firmed up our program for next 
year. We are in the process, I might say, of making a very complete 
and profound study of naval force needs over the next 15 to 20 years, 
which may have a bearing on this. 

The Cuamman. Now, Admiral, the question of Mr. Doyle sug- 
gested this in my mind. 

Can you give the committee the completion date that you are shoot- 
ing at on this program? When will this group of ships be in com- 
mission, the last date, all of them ? 

Admiral Duncan. The 1956 building program / 

I would say that that will be controlled by the ship which takes 
the longest time to build. 

Admiral Leggett, you check me on that. 

Admiral Leceerr. Four years. 

Admiral Duncan. Something on the order of + years, 44 to 48 
months. 

The CHatrMAN. That is right. Within 4 years, if Congress author- 
izes the 56 program now and makes the money available, the industry 
can turn it out as a completed job and ships can be in commission, 
in a period of 4 years. 

Admiral Duncan. I would expect that, yes, sir. 

Mr. Rivers. At 40 hours a week ¢ 

The CHarrMan. Forty hours a week‘ 

Admiral Leceerr. Forty hours a week, 

The Cuamman. Go ahead. 

Admiral Duncan. This is the picture of the two nuclear subma- 
rines in the program. 

Again, a Continuation of our development of nuclear power. 

Mr. Hess. Might I ask a question there, Mr. Chairman ‘ 

Admiral Duncan. Greater concealment due to increased submerged 
endurance. True submarine characteristics; more maneuverability 
submerged: and improved nuclear reactor, and higher slubmerged 
speeds. That is just a development of a continuing program. 

The CuatrmMan. Mr. Hess. 

Mr. Iless. Admiral, are their speeds confidential ? 

Admiral Duncan. I will give you an indication of the speed, sit 
I can give them to you all at once ‘when I come bac “k. 

Mr. “Hess. All right. 

The CHairMaN. Go ahead now. 

Mr. Rivers.. Give us the indication of the speed of the Soviet’s 
fastest sub, submerged. 

Admiral Duncan. I believe we have something on that, sir, but 1 
think it is safe to say that it at least would be comparable to the best 
that the Germans had at the end of the war, if not better. 

Mr. Rivers. Eighteen knots with 400 feet. 
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Admiral Duncan. Because they hopped in there and got those 
ships, as you know. I think that would be a fair estimate. 

We come to the aircraft carriers. As before, the left side of the 
chart shows the numbers. And this applies to attack carriers, not to 
those engaged in antisubmarine warfare. 

The active force level for the fiscal year 1956 is 15. The effect of 
building no more carriers is beginning now. 

Again, the gray line, down to 5 ships in 1958; 4 ships in 1970; 
and no ships in 1979. 

If we build one a year, we would follow this red line and get back 
[indicating]. That again is just a matter of arithmetic. One a year 
and a 20-year life gives us 20 aircraft carriers running. 

If we stopped the program in 1961, for example, we would follow 
this pink line down here. I put in that intermediate one to show 
what happens if we build some carriers and then stop. <A total of 10. 

I would like to give you, Mr. Chairman, and the committee, a brief 
picture—— 

The CuairmMan. Well, now, wait—go ahead. 

Admiral Duncan. Of what our aircraft carriers are like, that I am 
talking about. 

The Cuarrman. All right. Now, to get back, so I can get it in my 
mind—I couldn’t just catch what you said. What is your program 
with reference to a continuous building program of airplane carriers 
of the Forrestal class? Now, we are laying one down in °56. We are 
assuming that Congress passes this. Now, it will take 3 years for that 
ship to be completed. 

Now, do you propose to lay one down next year; is that correct ? 

Admiral Duncan. Well, my answer—may I answer that to the 
Forrestal class or better? 

The Cuatrman. Or better, all right. 

Admiral Duncan. Because that doesn’t necessarily—— 

The CuatrmMan. Forrestal class or better. 

Admiral Duncan. It doesn’t necessarily mean larger. 

The Cuatrman. That is right. 

Admiral Duncan. It might not be as large. 

The Cuatrman. All right. 

Admiral Duncan. And after a certain time, a re-do on the design. 

The Cuarrman. All right. Go right ahead. 

Admiral Duncan. I think, Mr. Chairman, that as long as the car- 
rier is a useful and essential part of our weapons system in the United 
States, that we should build one a year. 

The Cuarrman. One a year. 

Admiral Duncan. From now on out, as long as we can see that the 
carriers are going to be an essential part of our weapons systems and 
essential to the defense of the United States. 

Mr. Rivers. Now, Mr. Chairman, may I ask ti:is question ? 

I notice in your prepared statement which you read, instead of 
Admiral Carney, to which of course you subscribe, you say that of all 
the ships a carrier of the Forrestal concept is by far the most 
important. 

Admiral Duncan. He made that statement for 1956, yes, sir. 

Mr. Rivers. Yes, sir. 
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Now, can you state—we had some discussion this morning—with- 
out violating any security, that the Navy has missions assigned to it 
needing the Forrestal type of carrier? 

Admiral Duncan. I will say that we have missions assigned to us 
which require the best kind of carrier that we can put on the ocean. 

Mr. Rivers. And your idea is—— 

Admiral Duncan. Forrestal or better. 

Mr. Rivers. Or its improvement. 

The Cuatrman. All right. Now, go ahead and tell us about—— 

Mr. Doyte. Mr. Chairman, may I ask a question at this point? 

Assuming that Congress would give you not only the cost of the 
Forrestal each year, in 1956, but the cost of 2 Forrestals, would you 
build 2 carriers a year or would you spend the additional money in 
some other ships, and if so, what ships? 

Admiral Duncan. I can’t answer that latter part, sir, what ships. 
That would require a considerable amount of study, which we do every 
year, and which we do for a long pull. 

I would say, “No,” to your question, after we get where we are in a 
comfortable position on getting over this obsolescence factor which is 
looking us in the face as a result of building a large number of car- 
riers in a short period of time. 

The CHatrman. Now, answer this question for me. 

After this combatant tonnage has been built, within the next 4 years, 
3% or 4 years, and in commission, does it follow then that you will 
take out of the reserve and scrap a certain number of comparable 
ships to those that you put in commission or will it be an addition 
to your reserve fleet ? 

Admiral Duncan. That would be—that would depend, sir, on the 
kind of ship involved. 

The CHarrman. That is right. 

Admiral Duncan. I think that we would dispose of some of the 
oldest in the reserve fleet, if the reserve fleet built up. Other classes 
in which we see great deficiencies as to numbers we might want to keep. 

But I think as a general premise we should not let the reserve fleet 
get large enough so you might say it is eating its head off in main- 
tenance and isn't going to do any good for the future. 

The Cuatrman. That is right. Then in this reserve fleet, after this 
1955 program comes into being and the 1956 program comes into 
being and you have ships in the reserve that are 20 years old, why, you 
will look them over to determine whether or not those ships should 
continue in the reserve or else go to the scrap heap ¢ 

Admiral Duncan. Yes, sir. That will be kept under constant sur- 
veillance and examination. 

The Cratrman. All right. Now, go ahead with the status of the 
aircraft carriers. 

Mr. Suorr. Mr. Chairman. 

The Cuatrman. Mr. Short. 

Mr. Suorr. I wonder if for the sake of the record you would mind 
telling us the names of the four carriers. 

Admiral Duncan. The four which are now building ? 

Mr. Suort. Yes. 

Admiral Duncan. Forrestal, Saratoga, Ranger, and the fourth 
carrier has not been named as yet, sir. 
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The CuarrMan. You got one carrier that hasn’t been named? 

Admiral Duncan. That is correct, sir. 

The Cuarrman. Well, we are pretty good on selecting names, Mr. 
Secretary. You will probably get a letter pretty soon. [ Laughter. | 

Secretary THomas. Mr. Chairman, we are just 

The CHarrMan. I thought it had already been named. But we 
won't bog down about it this afternoon. 

Secretary THomas. We are just about ready to name it. 

The CuairmMan. I thought so, yes. I thought it already had a great 
name. 

All right. Now, go ahead, Admiral, and tell us about these four 
ships then. 

Admiral Duncan. We have, Mr. Chairman, in the carrier classifi- 
cation now four kinds of carriers, one might say. We have nine 
ships of what we refer to as the Oriskany class. They were /sse.r 
class carriers built during World War I1; have had one conversion 
which strengthened their landing decks; strengthened their elevators ; 
gave them an atomic weapon capability. and are in the process now 
of going through the installation of the canted deck or angled deck, 
I should say. 

Mr. Rivers. What was your hunter-killer, sir? 

Admiral Duncan. The hunter-killer we calla CVS. 

Mr. Rivers. Is that the Oriskany ? 

Admiral Duncan. That was like the ship the Oriskany used to be 
before it was converted. 

Mr. Rivers. That is right. 

Admiral Duncan. They are the unconverted /’ssew class ships. 

We have the class of 6 ships which we call the Hancock class, which 
are originally the same kind of ships but which have received a more 
extensive conversion process. They will remain useful for a consid- 
erably greater time than the Oriskany class. 

They also have the atomic weapon capability. 

The Midways, three of them, completed after the war, are just be- 
ginning the conversion process, which will make those ships a better 
ship by far than even the Hancock class, with everything we can do 
tothem. 

And I might say that what is going on with the /Zancoch class now 
is about the limit that we see in capability of conversion, although 
they will be useful ships for many years to come and we think prob- 
ably that these ships eventually will also go through the cycle of 
landing in the antisubmarine business. 

The Forresta/s are the last ones and they are under construction. 

I might point out—you can see for your comparison—something of 
the ditferences bet ween these classes of ships. 

Mr. Suorr. In round numbers, the /orrestal class carries just ap- 
proximately twice the amount of fuel and also double the aviation 
ordnance. 

Admiral Duncan. This is aviation fuel, sir, to supply airplanes 
with. 

Mr. Suorr. Aviation, yes, of the Orishany. 

Admiral Duncan. They can carry that much. 

Mr. Suorr. Just double. 

Admiral Duncan. And of course with the jet airplanes on the in- 
crease, that isa very important factor. 
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The Cuarrman. Allright. 

Now, what is the next chart ; 

Mr. Rivers. You don’t have the tonnage down there; do you? 

Admiral Duncan. I do not have the tonnage down, sir. 

Mr. Suorr. The aviation ordnance. 

Admiral Duncan. This is just a picture which will show you the 
difference in configuration of the unconverted /’ssew class carrier as 
compared with the latest of the Yorrestals. That is just to get an idea 
of the differences. 

Admiral Duncan. I would like to make a few observations to the 
committee in the matter of new developments. 

The Cuarrman. Yes,sir. Allright, go ahead. 

Admiral Duncan. It is particularly related to the field of guided 
missiles and nuclear power. 

We often have the question posed to us, when something new comes 
along: “Well, why don’t you build everything like that now and stop 
building all these old, outmoded things?” That comes up with the 
nuclear power. 

The answer to that is—and to do that would be one extreme, the 
moment a nuclear powerplant was invented, put it in everything and 
throw away everythingelse. That is one extreme. 

The other extreme is to wait to get the perfect product. 

We have to be at the optimum point between those two extremes. 
We have to be assured that what we buy is going to be useful and 
workable over its expected life of usefulness, and we can’t wait long 
enough for the millennium to arrive to get the perfect product. 

We try, Mr. Chairman, to hit the right point in between in these 
fields which are quite new technologically. That is typified, I think, 
in the — that we are making to the atomic power. We should 
not stop building conventionally powered ships of any variety until 
the atomic power has had time to grow up, we know exactly what 
we are getting, and can predict that we will have a reasonable expecta- 
tion of getting a useful product. 

The Cuairman. In that connection, should you not have your con- 
struction so that if the atomic power grows, then it can be changed 
from the power that you are using to the atomic power ¢ 

Admiral Duncan. If that is a practical thing to do, sir, we would 
do it. Decidedly, that is something we should not overlook or in- 
vestigate, that is correct. 

Mr. Suorr. Mr. Chairman, whether the members saw it or not, Sir 
Winston Churchill made a memorable speech, as most of his speeches 
are, last week, in Commons, where he stressed the very point the ad- 
miral has brought out here. We have to maintain a balance between 
conventional and nuclear warfare and go to neither extreme. We 
will always have need of conventional weapons until you reach per- 
fection in the other fields. 

The Cuairman. And at the same time, the point that I am making: 
In the construction of these new ships, the conventional method 
should be so studied that it can be supplanted by the nuclear if the 
nuclear has developed to the stage where it can be clone. 

Admiral Duncan. That would be something we would certainly 
look at. 

The Cuairman. That isright. 

Admiral Duncan. Yes, sir. 
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That, I say, is the basis of our nuclear-power program, 

We must maintain continuity in our building and we must be as- 
sured that we have a useful product for its expected life when we get 
a ship. 

With regard to guided missiles, we are, I think, pursuing a similar 
course, a prudent one, a forward-looking one, but with plenty of em- 
phasis on it. 

We are further along in guided missiles than a great many people 
know. We are at the point where we are integrating them into the 
operating forces of the Navy. 

We have four cruisers which will have a guided-missile launching 
capability in the surface-to-surface field within the year. 

We have two guided-missile cruisers which will join the fieet at the 
end of this year, one early next year, which you know about, for the 
Terrier missile—the Poston and Canberra. 

We have four aircraft carriers which already have a guided-missile 
launching and guidance capability. 

We have nine more aircraft carriers which now have or shortly will 
have stowage facilities and maintenance facilities for air-to-air guided 
missiles used to arm the airplanes which we will have based on these 
ships. 

And we have the submarine effort which I have told you something 
about which we have been working with for some time. 

Now, the question that was asked this morning, sir, with regard to 
the guided-missile submarine and the aircraft carrier. I just would 
call attention in that respect to the fact that the guided-missile sub- 
marine will not be able to do too much else. She will have some con- 
ventional armament, but due to her physical size, the numbers of 
missiles that she can carry to be useful to her without a reload will 
be very much smaller than any other class of ship in which we have 
evidence. 

Mr. Netson. Mr. Chairman. 

The Cuarrman. Mr. Nelson. 

Mr. Netson. Is the submarine with guided-missile capability spe- 
cially constructed ¢ 

Admiral Duncan. The submarine which is in this 1956 program 
will be specially constructed, that is correct, sir. 

Mr. Netson. So that it is not possible to convert a conventional or 
nuclear submarine to give it guided-missile capabilities / 

Admiral Duncan. We have done that, sir. We have been operat- 
ing with one in the Pacific for many months. It is not as good as the 
ship which is built from the ground up to do that. 

M. Netson. How many of these submarines with guided-missile 
capabilities are in your building program ? 

Admiral Duncan. One more this coming year. 

Mr. Netson. And over a span of years, how many do you plan to 
build? 

Admiral Duncan. Sir? 

Mr. Netson. Over a span of years, how many do you plan to build ? 

Admiral Duncan. I can’t tell you that, sir. I don’t know. We 
don’t know that yet. 

Mr. Jonnson. Mr. Chairman. 

Mr. Wirson. Mr. Chairman. 
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Admiral Duncan. We want to exploit the guided missile field, 
because, as you know, we have been working on it for several years. 
It begins to show promise of fruition. Some of the types of guided 
missiles are coming into an operational status. And we are looking 
around to see how we can improve our capabilities in the Navy in this 
field. 

We have 2 or 3 avenues which are being explored. 

Mr. Netson. Mr. Chairman, if it is not classified, and I presume it 
is, could you some time give the committee the range of the guided 
missile which the submarine can carry / 

Admiral Duncan. Yes, sir; we will do that. 

The CuarrMan. In executive session only. 

Admiral Duncan. It is of a highly classified status; in executive 
session. 

The Cuatrman. Yes. 

Mr. Wilson? 

Admiral Duncan. And never to be released. 

Mr. Wirson. Admiral Duncan, I didn’t hear you mention anything 
about guided missiles from a surface-to-air—of a surface-to-air type. 
I wonder if you are planning any guided missiles as a part of the de- 
fensive screen for the Forrestal-type carriers. 

Admiral Duncan. Oh, yes. 

Mr. Wirson. And what type of vessels you have to carry those 
missiles. 

Admiral Duncan. We have the two cruisers which are coming out, 
the Boston and Canberra, being both surface-to-air. 

Mr. Witson. In other words, they will be in support of the task 
force rather than attack vessels themselves ? 

Admiral Duncan. Both are surface-to-air. The guided missile 
cruiser which we have in this program and the guided missile de- 
stroyer conversions will both be surface-to-air. That opens up a 
rather large vista of possibilities because of the numbers of ships in 
those classes which we might devote to it. 

Mr. Wirson. There seems to be quite some concern about the vul- 
nerability of the Forrestal carriers. IT would assume that in your plan- 
ning you are expanding the offensive capabilities of the task force 
right along with it to take into account the new weapons which might 
be used against it? 

Admiral Duncan. That is right. 

Mr. Witson. Can you tell us some of the weapons, specifically, that 
are being planned? 

Admiral Duncan. I would prefer not to do that, sir. I would 
rather do it in executive session, if the committee wants that infor- 
mation. 

Mr. Devereux. Mr. Chairman. 

Admiral Duncan. 1 have one more—— 

The CHarrman. Let the Admiral finish. You mean right in that 
connection ¢ 

Mr. Norsiap. Yes. Isn't it a fact that it is getting very diflicult to 
track high-flying jet planes on radar? 

Admiral Duncan. It has always been difficult. 

Mr. Norsxap. Particularly on a ship. I mean if you are on a shore 
installation, you can do it much easier than you can on a carrier or 
cruiser or something of that nature? 
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Admiral Duncan. No, I wouldn't agree with that. 

The CHatrman. You don’t agree with that, that you can do it so 
much better on land than you can do it on ships? 

Admiral Duncan. No, I don’t think so. Conditions are different. 
In some cases it is better on land than on a ship. 

Mr. Norsiap. But it is more difficult to track a jet / 

Admiral Duncan. It is difficult anywhere with a jet. 

The CuairMan. General Devereux. 

Mr. Devereux. Admiral, what has happened to the program that 
Was started several years ago, I think in the Mediterrean, of support- 
ing auNxiliary ships, of supporting a land strip that is not now 
occupied ¢ 

Are you familiar with that program / 

Admiral Duncan. Lam not. That doesn’t ring a bell. 

Mr. Deverevx. Where you have repair ships, a mother ship and so 
on, to go in to support a landing strip that was close to the sea ¢ 

They said they had the capability of going in for approximately 10 
miles inland. As you recognize and remember, we have a lot of strips 
that were laid down during the war, particularly in the Mediterranean 
area. 

Admiral Duncan. Well, I haven’t any doubt that we would do that. 

Mr. Devereux. You have a doubt—— 

Admiral Duncan. I think we would do that. But I am not aware 
and I don’t recall any particular program that we are doing to develop 
it. 

Mr. Devereux. You don’t know whether that has been furthered, 
or additional study has been given to it—and experimentation / 

Admiral Duncan. I would like to check that, sir, and insert in 
the record. 

(The information follows :) 


Seaborne support of coastal landing strips 


Aircraft Logistics Support Division 2 is currently deployed to the NELM with 
the following converted LST hulls attached : 


Hull No Name Mission 
VE4 Chloris Airframe repair. 
1RVAG Megara Engine repair. 
APL 138! Menelaus Aviation supply. 
LST 32 Logistic support. 


Scheduled to commence inactivation overhaul Apr. 4, 1955. 


These ships operate in support of landplane and seaplane patrol squadrons 
and, occasionally, in support of carrier-based aviation units. They were origi- 
nally converted for support of the Marines in 1945. No specific program for their 
use in connection with landing strips near the sea has been developed ; however, 
they are available for that purpose when and if required. 

Mr. Devereux. All right, sir. 

I have another question, which I think would be for Admiral 
Leggett. i ; qtnantr ys 

Che CuairMan. Then let’s let the admiral finish. 

We haven't started on Admiral Leggett. 

Admiral Duncan. I have one more thing that I would like to bring 
to the committee’s attention which I think is of importance. 
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The CuairMan. Go right ahead. 

Admiral Duncan. It has to do with the emergence of the U.S. S. R. 
as a maritime power. 

The Cuarrman. That is right. 

Now, in that connection 

Admiral Duncan. That statement is rather startling, but I would 
like to explore that further. 

This chart, Mr. Chairman, shows the total number of new combatant 
ships, submarines and better, that have been delivered since the year 
1946. The blue is the United States and the red isthe U.S.S.R. The 
scale—this is numbers of ships only, large and small, except they are 
submarines and better—combatant ships as we call them. 

The trend is clear, without reference to numbers. You can see what 
is going on in the U.S. S. R. as far as their Navy is concerned. They 
are as we used to say, building a navy. 

Mr. Drverevx. Mr. Chairman, at that point I would like to ask a 
question. 

As far as Russia—I mean as far as the communistic bloc is con- 
cerned, that represents the communistic bloc-building program, or a 
delivery program, does it not ? 

Admiral Duncan. No, sir. That is completed and delivered. 

Mr. Devereux. Yes. I appreciate that. But now when you com- 
pare our delivery, you do not take into consideration our allies, do 
you? 

Admiral Duncan. I do not. I have that but I felt that I could not 
present it to this committee unclassified because it involves the NATO 
navies and so forth. 

The CuairMan. Inthat connection—— - 

Mr. Norsiap. Does this include their allies / 

Admiral Duncan. Not significant. This is the Union of Soviet 
Socialist Republics. 

Mr. Norsiap. Without regard to Poland or other satellites / 

The CHatrMan. Let me read from Janes Fighting Ships, unofficial 
list. This is the Russian Navy. Battleships, 3: cruisers, 32, including 
6 building; destroyers, 138 ; frigates, 47; submarines 370 to 400; patrol 
vessels, 32; mine-warfare vessels, 360. 

Now, that is what Janes Fighting Ships gives about the strength of 
the Soviet Navy. 

Mr. Rivers. Mr. Chairman, could I inquire there now ? 

The Russian Navy, what they have, can only operate—wait now. 
Do the ice conditions affect operation of the Russian Navy / 

Admiral Duncan. They affect the part of the Russian Navy that is 
up north. In the Baltic, I believe they have ice, above Norway. 

Mr. Rivers. That certainly proscribes them there. 

Would you consider the North Sea area a restricted area for the 
Forrestal type carrier ? 

Admiral Duncan. No, I wouldn’t consider it a restricted area. 

Mr. Rivers. You think they could operate there. The degree of 
danger there would be much greater than in any other places. But 
you wouldn’t hesistate to—— 

Admiral Duncan. A lot of it is minable waters. It would have to 
be prepared. I say we can operate there. We have operated in a lot 
more dangerous places than that. 
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Mr. Rivers. Now, in that connection, are you familiar with that 
Mainbrace incident that happened up in that area in 1952? 

Admiral Duncan. I was asked a question about that this morning. 

Mr. Rivers. Would you mind 

Admiral Duncan. By Mr. Van Zandt, which I could not answer. 

Mr. Rivers. You 

Admiral Duncan. I am in general familiar with the operation, yes. 

Mr. Rivers. Could you explain that this afternoon ? 

Because there has been a lot of talk bandied around about that con- 
dition up there, about what happened in that incident. 

Admiral Duncan. You mean as far as the submarines or as far as 
the air is concerned ? 

Mr. Rivers. I am interested in the part about the submarines sink- 
ing the whole business. 

Admiral Duncan. I can give you an account of that which I would 
prefer to give Wednesday, unless you would like to have it today. 

The Cuatrman. That is right, let’s take it up Wednesday. 

(The information is as follows :) 








MAINBRACE OPERATION 


The purpose of Mainbrace was to exercise the forces (primarily Navy) of 
SACLANT and SACEUR in strategical and tactical roles, with the following 
specific objectives : 

(a) Exercise of NATO command relationships. 

(b) Establishment of requirements for communications and testing of present 
systems and facilities. 

(c) Familiarization of participating forces with local conditions in the north 
European area. 

(d@) Maximum training in all types of operations required to fullill strategical 
and tactical roles. 

(e) Development of a better understanding of the logistic problems involved 
in the conduct of operations in this area. 

Naval forces of the United Kingdom, Portugal, Netherlands, Norway, Belgium, 
Canada, France, and Denmark participated. More than 150 warships and hun- 
dreds of aircraft were involved, making this operation the largest of its type 
ever conducted. 

It was the consensus of all United States and NATO commands involved that 
Mainbrace was neither designed to furnish, nor did its results justify the drawing 
of any definite conclusions on the relative merits of the forces taking part in 
that exercise. 

Mainbrace as planned and carried out involved a movement of convoys between 
the United Kingdom and Scandinavia ; raider operations by a cruiser ; submarine 
and antisubmarine operations; operations of fast minelaying vessels ; support of 
ground forces by sea and air forces; harbor defense exercises; and general re- 
plenishment at sea exercises; in addition to 2 carrier aircraft strikes of 2 days 
each. 

There was a press criticism to the effect that weather interfered with carrier 
aircraft. It is quite true that weather did interfere with carrier operations. 
On September 18, 1952, during the phase of the exercise involving carrier air 
support of land operations heavy seas and gale winds hampered carrier opera- 
tions. Despite the unfavorable weather a large number of sorties (110) were 
flown from the Midiay, F. D. Roosevelt, and the British carrier, Eagle. On 
the following day when no carrier aircraft were launched, the weather also 
grounded all land-based aircraft. 

The consensus of the NATO commands involved was that carrier air support 
would continue to play an important part in the plans for this area of the North 
Atlantic and Norwegian Sea or any similar area in which airfields are so scarce. 
The fact that requests are continually received from NATO commands for more 
carriers to participate in major exercises indicates that this feeling still exists. 

With respect to the matter of weather interference with carrier operations, 
the comment of the commander of the striking fleet as contained in his report 
isimportant. It is as follows: 
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“Weather conditions during Mainbrace were at least as bad as normally could 
be expected in the area of operations during September. The striking fleet 
encountered severe storm conditions 3 days during phase I. One-half day of 
air operations was completed off north Norway, and 1 full day off Denmark. 
Weather conditions then became such that peacetime operation of aircraft could 
not be justified. It is important to distinguish between peacetime and wartime 
operations of carrier aircraft at this point. In peacetime operations, safety 
must be stressed to conserve material and to insure that lives of the pilots 
are not needlessly risked. In wartime, air operations are conducted under more 
severe conditions and the possibility of damaging material and losing pilots 
must be accepted as necessary risk. Wartime air operations would have been 
feasible on both days off Norway and off Jutland. They were no worse than 
many days during the last war when full operations were conducted not only 
from large CV’s but from small Kaiser class CVE’s as well.” 

With respect to submarine activities against carrier task forces, it should be 
noted that in pursuit of the objective of training the submarines had informa- 
tion as to where the task forces were required to operate. During the whole 
exercise only 2 attacks were made on the carriers—-1 long range and 1 short 
range. The submarine incident, upon which the press comment was based at 
the time, as reported by a participant, occurred during the initial phase of the 
exercise with the sortie of NATO ships from the Glasgow area. The leading 
units in this sortie were British ships, together with a few from other European 
NATO countries. These were followed by the United States destroyers. The 
leading units were attacked by a submarine from the opposing forces. Two 
British destroyers detected the submarine and made attacks upon it which they 
reported to the exercise commander, who considered the submarine sunk as a 
result of these attacks. Accordingly, the task force proceeded on through the 
swept channel and the larger units passed the location of the submarine which 
was then operating in a theoretically mined area. The submarine previously 
declared sunk simulated a torpedo attack by firing green flares. Apparently, 
news reporters on the flagship were not told at the time that this submarine had 
been theoretically sunk. Furthermore, the submarine undoubtedly had not 
received such notification because of being submerged. 

The Supreme Allied Commander, Atlantic, in his report on the whole exercise 
remarked that Mainbrace demonstrated how difficult it is for submarines to 
detect, close, and attack fast carrier striking groups at any time, and particu- 
larly under relatively adverse weather conditions. On the whole, the Supreme 
Allied Commander, Atlantic, considered the exercise to have been successful 
in its objective, and this also was generally agreed by all NATO commands 
concerned. 

Admiral Duncan (with another chart). This is the same thing on 
a little bit different basis, Mr. Chairman. The United States in blue 
and the U.S. S. R. in red. This has to do with types of ships, 1950 to 
1954. You can see that in the cruisers, destroyers, and submarines, 
Russia is beginning to get ahead of us. 

That concludes my statement, Mr. Chairman. 

Thank you very much. 

The Cuatrman. Thank you very much, Admiral. 

Mr. Secretary, from what the Admiral has said, showing us the com- 
position of the Active Fleet, the Reserve Fleet, the number of men 
that were in at the end of fiscal 1956, and the number of fighting 
planes, you have a very powerful organization under your control and 
management. 

The Navy is in good shape. But we have to recognize the fact that 
we have to continue at all times to build ships. We can’t let up in 
building ships. 

Now, I am very much impressed with what the Admiral said. Ad- 
miral Carney said: 


Most ships in our active and Reserve Fleet are of World War II vintage. Many 
of them have already passed the midpoint of their useful life expectancy. Unless 
a continuing and orderly ship building and replacement program is provided, a 
large number will become obsolete at about the same time. 








956 


And because of the long lead time for building ships, it would be impossible 
to replace these ships in a relatively short time, even if unlimited authorization 
and funds were available. 

Now, that is what the Navy had in mind when back in 1934 we 
began to lay down ships. Pearl Harbor came along and knocked out 
a large number of ships. But we had the foresight to have on the way 
a large shipbuilding program. So while it was a great loss for the 
time being, we were able to get over it, because we had an orderly ship- 
building program. And we have to continue at all times, indefinitely, 
to have an orderly shipbuilding program. 

It is one of these things that the Government must have to survive. 

Now, we will take a recess until Wednesday morning at 10 o’clock. 
And we will try to have some more testimony at that time. 

Thank you. 

Mr. Hess. ( Aside.) 

The CHatrmMan. Tomorrow morning the committee meets. A quo- 
rum must be here. 

Mr. Rivers. On the pay bill? 

The CuatrmMan. We have to have a vote on the pay bill. And 
Wednesday morning we will get back on the shipbuilding bill. 

And Thursday morning on the rubber bill. 

(Thereupon, at 3:45 p. m., the committee adjourned until Wednes- 
day, March 9, 1955, at 10 a. m.) 


House oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
Washington, D. C., Wednesday, March 9, 1958. 
The committee met at 10 a. m., the Honorable Carl Vinson, chair- 
man, presiding. 
The Cuamrman. The committee will please come to order. 
Admiral Leggett, the committee will be pleased to have you make 
any statement in regard to the justification for favorable considera- 
tion of H. R. 4393. 
Admiral Leecerr. Thank you, Mr. Chairman, very much. 


STATEMENT OF REAR ADM. WILSON D. LEGGETT, JR., USN, CHIEF, 
BUREAU OF SHIPS 


Admiral Leecerr. Mr. Chairman and members of the committee, 
I am glad to appear before you this morning in support of H. R. 4393. 
This bill would provide specific authorization, by ship types, for the 
161,409 tons of new naval vessels and the 294.200 tons of conversions 
comprising the Navy’s fiscal 1956 program. The new construction 
would be charged against previously authorized and unobligated ton- 
nage balances. 

Most of our authorization statutes of recent years have, of course, 
granted new increments of tonnage authority by category and sub- 
category, without reference to specific ship tvpes. However, as co- 
ordinator of naval shipbuilding, I strongly favor enactment of H. R. 
4393, because it constitutes positive and detailed approval of our 
proposed program, including the new aircraft carrier. 
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The Navy has a further reason, however, for supporting H. R. 
4399. This bill affords us an opportunity to present our plans for 
fiscal 1956 in detail before this committee and to receive the benefit 
of its counsel and guidance. In this connection I would like to say 
that for any further program beyond fiscal 1956, we shall also, in 
all probability, need to seek new tonnage authorizations before this 
committee. 

In all categories and subcategories except warships, the Navy’s cur- 
rent unobligated balances are greatly depleted, because there has been 
no broad grant of new tonnage authority since enacement of Public 
law 3 of the 82d Congress. After giving effect to the fiscal 1956 
program, we shall have only 314 tons left in the patrol vessels sub- 
category and a total of less than 18,000 tons remaining for future mine- 
craft, amphibious warfare vessels and landing and service craft. 

Admiral Duncan has already outlined the characteristics of the new 
ships comprising the program and their relation to the Navy’s opera- 
tional needs. I would like to give you a brief report on the status 
of our current shipbuilding program. 

Contracts or project orders have been placed and wor k is in progress 
on all ships comprising the fiscal 1955 program, except 2 nuc ‘lear- 
powered submarines, 6 tank landing ships, 3 wooden minesweepers, 
and 2 utility landing craft. These “ships are of new design. Plans 
are being prepared, and awards are expected to be made later this 
year. 

During calendar year 1954, 112 vessels and 2,436—plus 5,762 rubber 
boats—boats and craft were constructed in this country under super- 
vision of the Bureau of Ships. These consisted of 41 vessels and 
1,187—plus 5,762 rubber boats—boats and craft for the Navy, 8&4 
boats and craft for the Army and Air Force, and 71 vessels and 365 
boats and craft for mutual defense assistance. Among the naval 
vessels completed were the following: 2 destroyer leaders. 2 escort. 
vessels, 1 auxiliary submarine, 29 minesweepers, 1 oiler, 2 dock landing 
ships, and 4 tank landing ships. In addition, conversions of 23 naval 
vessels were accomplished during 1954. These consisted of 3 aircraft 
carriers, 3 submarines, 1 radar picket destroyer, 14 mine hunters and 
2 store ships. 

The Nautilus, the world’s first nuclear-powered submarine, was com- 
missioned last year and is now undergoing her sea trials. The 
Forrestal, our first attack aircraft carrier of postwar design, became 
waterborne last December. As Secretary Thomas has previously indi- 
cated, these are proto-types of the modernized fleet which will be re- 
quired to maintain our supremacy at sea in the vears to come. 

They contain many technical innovations. I shall mention only one 
of them and that particularly because of the recent emphasis which 
has been placed on the fallout from nuclear explosions. During the 
early tests at Bikini the Navy ships were occasionally referred to as 
“floating atomic ovens” because of fallout contamination. We have 
since developed and tested out a washdown system which enables any 
ship to rapidly decontaminate itself. This system was actually tested 
in the very heavy falloff in the Eniwetok tests of the thermo-nuclear 
device. It is most effective where an unlimited water supply is avail- 
able and, of course, not usable except under these conditions. 
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As of February 1, 1955, the total estimated value of shipbuilding 
and conversion programs in progress and under the supervision of the 
Bureau of Ships was slightly more than $3 billion. One hundred and 
five naval vessels and some 1,100 craft were being constructed, and 39 
naval vessels were being converted, in private and naval shipyards 
throughout the United States. In addition, 234 vessels, boats, and 
craft were under construction for the Army and Air Force and 61 for 
inutual defense assistance. 

In most of its vessel procurements, it is the Bureau’s practice to ob- 
tain competition from the maximum number of qualified yards. Dur- 
ing the past year, however, it became necessary for us to allocate com- 
batant ship construction to certain major integrated yards upon which 
the Navy must rely heavily in the event of a full-scale emergency. 
Because of the dearth of commercial work, these yards were operating 
at critically low levels. 

Ship construction costs have greatly increased since World War LI, 
not only because of a higher price level but because technological ad- 
vances have required the installation of more complex and costly 
equipment, particularly ordnance and electronics. For example, a 
typical fleet destroyer cost $7 million, on a mass-production basis, 
during World War II as compared to $31 million for a new postwar 
destroyer. It must be remembered, of course, that our new ships 
generally have a broader mission and greater combat capabilities than 
our war-built ships. Moreover, our current building program does 
not represent large volume production. 

It is a constant objective of the Bureau to find ways and means of 
reducing costs in order to partly offset the added expense of tech- 
nological improvements. I believe we have made some progress in 
this direction. For example, the Bureau is experimenting with a new 
system of self-examination called value engineering or value analysis. 
Designs of ships and their components are critically analyzed with 
a view to eliminating all gadgets and trimmings which cannot be 
justified on the basis of military necessity. 

Results to date have been promising. Considerable cost savings 
have been realized. We hope and expect that both civilian and naval 
personnel will become more and more conscious of the need not only 
for building a good ship, but also for building ships at reasonable 
cost, in order that maximum value may be obtained from every Navy 
dollar spent. 

This concludes my prepared statement, Mr. Chairman. 

Thank you. 

The Cuatrman. Thank you very much, Admiral. 

Now, I recognize the fact that you have to go before the Appropria- 
tions Committee on this ship- -construction program as soon as you 
finish here. So therefore I will want to ask just a few questions. But 
I would like to get this information for the record. 

Now, you say this bill would provide specific authorizations by ship 
types for 161,409 tons of new naval vessels. 

Admiral Leccerr. Yes, sir. 

The Cuarrman. Now, how many of those are combatant vessels? 

Admiral Leccerr. Combatant vessels—I am afraid I haven’t the 
total that way, sir. Twenty-two of the vessels are combatant vessels, 
sir, but I don’t have 
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The Cuairman. Then there are 22 new combatant vessels; is that 
correct ¢ 

Admiral Lrecerr. Yes, sir. 

The Cuatrman. Now, break them down. One airplane carrier. 

Admiral Leecerr. I would like to correct that to 24, sir. 

The CuarrmMan. Twenty-four. 

Admiral Leecerr. Yes, sir. 

The CHatrmMan. Twenty-four new ships authorized by this pro- 
gram. Now, break them down into categories. 

Admiral Leccerr. Don’t we have a breakdown by categories? 

[ Paper handed to Admiral Leggett. | 

Admiral Leecerr. Major combatants, we have 22, sir. 

The Cuarrman. Twenty-two major combatants. 

Admiral Leccert. Yes, sir. 

The Cuatrman. Instead of 24. Go ahead, Admiral. 

Admiral Leccerr. Patrol vessels, 2 

The CuairMan. Wait. We have 22 combatant ships in the program. 

Admiral Leccerr. Yes, sir. 

The Cnatrman, All right. What are they, now? Start with air- 
plane carriers. 

Admiral Leccerr. You want to break that down, sir? 

The CHatrman. Yes. I want the 22 ships. 

Admiral Leccerr. One aircraft carrier. 

The Cuatrman. All right. Check them off, Mr. Kelleher, and see 
if they correspond to what is in the bill. 

Admiral Leceerr. Seven destroyers. 

Mr. Rivers. DD’s? 

Mr. Van Zanpr. DD’s, you said? 

Admiral Leecerr. That is right. 

Mr. Rivers. That is 2,900-ton destroyers ? 

Admiral Leacerr. 2,900-ton destroyers, yes. 

Six frigates, DL. Four 

The Cuatrman. Wait one minute. We are running it differently, 
from what you are saying and from what the bill says. 

Mr. Core. ( Aside.) 

The Cuarrman. Oh, yes. You calla frigate a destroyer leader. All 
right. Go ahead. 

Admiral Leeacerr. That is right, sir. 

The Cuarrman. All right. 

Admiral Leccerr. Four submarines, SS. 

The CHatrman. That is right. 

Admiral Leccrerr. Two nuclear submarines, SSN. 

The CratrMan. That is right. 

Admiral Leccerr. One radar picket submarine, nuclear, SSR; one 
guided missile submarine, SSG; two escort vessels, DE. 

Mr. Rivers. What is the tonnage of those new DE’s? 

Admiral Lreeerrr. The new DE’s are 1,400 tons each. 

Mr. Hupptesron. Does that make a total of 24? 

Admiral Leeeerr. That makes a total of 24; yes, sir. 

The Cuarrman. All right. There are 24 new combatant ships au- 
thorized by the bill; is that correct? 

Admiral Leccerr. Yes, sir. 

The Cuarrman. All right. Now, the total tonnage of those 22 
ships—put that in the record. 
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Now, in addition thereto, you are going to convert 294,200 tons; 
is that correct? 

Admiral Leccerr. Yes, sir. 

The CHatrman. Now, give the conversion program. 

Admiral Lreeerr. The conversion program—— 

Mr. Coir. You are speaking now of combat vessels? 

The CHatrman. Combat, combat conversion. 

Admiral Leecerr. Yes, sir. One heavy cruiser, CA, to add the 
3-inch 50 antiaircraft guns. 

Mr. Rivers. Repeat that, Admiral. 

Admiral Leaeerr. Three-inch 50 conversion for a heavy cruiser. 
Yes, that is right. Four attack aircraft carriers, type 27—A, and two 
attack aircraft carriers, 27—C, conversions of the CVA, to be given 
angled decks. 

Mr. Coir. Why do you separate the aircraft carriers into two 
groups, of carrier into two groups? The only difference I can see is 
1,000 tons. 

Admiral Leceerr. That is right, sir. There is very little difference 
between the 27—A and the 27-C conversion. It would be six aircraft 
carriers, CV A, for canted deck conversion. I think that would—all 
right. 

Mr. Rivers. And under fighting conditions, they are over 37,000 
tons anyway. 

The CuatrrmMan. Well, would it be best to say six aircraft carriers, 
instead of like putting it like we have in the bill? Because some per- 
son would want to know 

Admiral Leccerr. No, sir, I think we should stick with the bill. 

The Cuairman. All right. Then give us why we put it in the 
phraseology we do: “2 aircraft carriers, each of 36,000 tons, 4 aircraft 
carriers, each of 35,000 tons.” 

Admiral Leecerr. That is correct, sir. 

The Cuairman. Is there a difference in the conversion / 

Admiral Leecerr. That is right, sir.” 

The CuarrMan. All right, go ahead. 

Mr. Cote. Wouldn't you say that a carrier of 36,000 tonnage was 
one which is about 35,000 tons ? 

Admiral Leecerr. Yes, sir. We could say that, but we do keep ac- 
tually in our records the 27-A and the 27-C conversions differently. 

Mr. Coir. Well—— 

Admiral Leccerr. For ships. 

Admiral Duncan. Mr. Chairman, I distinguished between those 
two particular groups. There were 9, possibly, you will recall, in 1 
group I mentioned. Those were the 27—A’s, and six in the next group 
were the 27—C’s. The 27-C’s are getting a little more blistering to 
support the additional weight than did the 27—A’s. 

Mr. Van Zanpr. In other words, Admiral, a different hull con- 
struction. . 

Admiral Duncan. All come from the same kind of ships to begin 
with, but the conversion process was a little different as between the 
6 and the 9. 

Secretary THomas. Mr. Cole, the 27-C’s have heavier arresting 
gear and have stronger catapults to support—— 

Mr. Core. I am not quarreling with the use of the same, approxi- 
mately the exact words, in describing two different classes of carriers. 
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That is my only argument, is the words that have been used in the 
bill. I fancy somebody could very well ask: “What is the difference 
between a 36,000- and a 35,000-ton carrier?”, and we are going to 
have to say there isn’t very much difference. Why do you separate 
them from the bill? We will just have to say, “One is different from 
the other, but we don’t know how much difference.” 

The Cuairman. I think, Admiral, the point raised by Mr. Cole is 
well taken. But the question is going to be bound to be asked in the 
debate: “We have 2 aircraft carriers of 36,000 tons, and 6 aircraft car- 
riers of 35,000 tons. Now, what kind of different conversion is it going 
to take on the 36,000 from the 35,000?” And why shouldn’t we just 
say for clarity “6 aircraft carriers” —— 

Mr. Coxe. That is right. 

The CuairMAn, Six aircraft carriers of 35,000— 

Mr. Rivers. To 37,000 tons. 

Mr. Corr. No, leave it 35,000 tons. That is close enough. Nobody 
will quibble over 1,000 tons. 

The Cmairman, That is right. 

Mr. Van Zanpvt. Then why do you throw all your cruisers together, 
then! Youare speaking about two different classes of carriers. 

The Cuaigman, Is that correct, Admiral ? 

Mr. Gavin. What difference does it make if somebody asks the 
question and you say there is a slight difference? That is all there is. 

The Cuatrman. Mr. Cole, I suggest we let Vart Zandt and Mr. 
Gavin split the hair and give the explanation on the floor of the 
House, if it is so required. 

All right, with that understanding, we will let the phraseology 
stand. 

Mr. Corr. There are no two groups of cruisers in this bill, I would 
point out. 

Mr. Rivers. Mr. Chairman, I want to inquire for my own informa- 
tion. Now, you take an /’ssex class carrier; what do you do to get 
it up to 35,000 tons? You put blisters on it. 

Admiral Leecrerr. You put blisters on it; you put new catapaults, 
new arresting gear. 

Mr. Rivers. Canted deck. 

Admiral Leacerr. Pardon? 

Mr. Rivers. A canted deck, too? 

Admiral Lrecerr. This part of the conversion that we are talking 
about now is the angled deck conversion. 

The Cuarrman. Allright. Now, go ahead, Admiral 

Mr. Rivers. Wait, now. Then when you get it finished you get 
it up to between 35,000 and 37,000 tons. 

Admiral Lreecerr. Yes, sir. 

Mr. Rivers. All right. 

The CuarrMan. Now, go ahead, Admiral. 

Admiral Leacerr. One cruiser to a guided missile conversion, CLG. 

The Cuatrman. Now, you get here 1 heavy cruiser, about 15,000 
tons. Now, what kind of conversion is that ? 

Admiral Leecrerr. The heavy cruiser, 15,000 tons, sir, is the addi- 
tion of the 3-inch 50 antiaircraft guns. 

The Cuarrman. All right. 
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Admiral Leecerr. The light cruiser conversion, which I just men- 
tioned. 

The Cuarrman. That is right. 

Admiral Leecerr. Of 12,000 tons. 

The Cuarrman. That is right. 

Admiral Leccerr. It is a partial conversion to a guided-missle ship 
to handle the Talos missile. 

Mr. Van Zanpr. Admiral, does the addition of the 3-inch 50 guns 
add weight to your cruiser ? 

Admiral Lrecerr. Not very much, if any. It is essentially the 
samething. We take off guns to put those on. 

Mr. Van Zanpr. How about the guided missiles, does that take 
weight away from you when you convert it to a guided missile ship ? 

Admiral Leccrrr. Not enough that we have to do anything about 
it. I think actually it would be a slight decrease in total tonnage with 
the guided missile. 

The Cuarrman. All right, Admiral, go ahead. 

Admiral Lreecerr. One destroyer, DDG, to a guided missile con- 
version for the Terrier missile ; 

One radar picket vessel—12 radar picket vessels, DER, conversion 
of the old DE’s to the radar picket for the early warning "line. 

The Cuarrman. All right, go ahead. 

Admiral Lregerr. Those are all of the combatant types. 

The CuarrmaNn. All right. 

Now, the program there: How many combatant types are in 
the program for conversion ? 

Admiral Leecerr. Twenty-one, sir. 

The CHarrman. Twenty-one. Now, that makes 34. 

In other words, the record will show and the committee can under- 
stand that 22 new ships are authorized 

Mr. Rivers. Twenty-four. Twenty-four and twenty-one make 
forty-five. 


The Cuamman. The admiral said twice there were 22 new ships 
authorized. 

Mr. Rivers. I don’t care what hesaid. Itaddsup to 45. 

Admiral Leccrerr. Twenty-four, if we include the new escorts 
required. 

The CuarrMan. All right, 24 new combatant ships will have con- 
versions, is that correct ? 

Admiral Lecerrr. Twenty-one, sir. 

Mr. Rivers. Twenty-one. That makes 45. 

The CHarrman. Well, now, Admiral, please give it now, for the 
final time, and let’s get it straight. How many new ships are being 
proposed in the bill ? 

Admiral Leccerr. Well, there are 27 new ships, sir, but combatant 
types. There are 24. 

The Carman. All right, combatant types we are talking about. 

Admiral Leecerr. Twenty-four, sir. 

The CuatrmMan. Twenty-four new ships. All right. 

Now, how many conversions of combatant type ? 

Admiral Leacrerr. Twenty-one, sir. 

The Cuarrman. Twenty-one. 

Now, what else is in the bill ? 
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Admiral Lreacerr. The other new construction ships in the bill are 
2 ammunition ships, AE, 7,500 tons each, and one general stores issue 
ship, AKS 

Mr. Van Zanpvt. Mr. Chairman. 

The Cuarrman. One minute. What is the name of all these? 

Admiral Leacerr. Auxiliaries. 

Mr. Van Zanpt. Mr. Chairman, may I ask a question at this point ? 

Do these new ammo jobs and general stores ship involve the think- 
ing or incorporate the thinking of Admiral Denebrink as far as build- 
ing supply ships from the keel up? as 4 ; 

Admiral Lreeeerr. They are really the thinking of the Ships Char- 
acteristics Board of the Chief of Naval Operations. 

Now, I know that Admiral Denebrink would be very close with 
Admiral Good who runs the Ships Characteristic Board over there. 
But these are really fleet-type ships and not many STS ships, Mr. Van 
Zandt. 

Mr. Van Zanpvr. Well, I am thinking of the type of ship that will 
represent the most modern-day thinking, present-day thinking, when 
it comes to mechanization for the handling of ammunition and sup- 
plies, and so forth. 

Admiral Leacerr. Yes, sir, they represent our very latest thought in 
the handling of ammunition and supplies. They are designed pri- 
marily for replenishment at sea with the fleet. 

Mr. Van Zanpr. That is all. 

Mr. Corr. After you have completed the 6 carriers of 35,000 tons, or 
have converted them, how many of that class of that tonnage will re- 
main for conversion, if it should be decided to convert them ? 

Admiral Leceerr. I don’t think I have that figure. I haven’t that 
figure in mind. 

Mr. Coz. Approximately ? 

Admiral Duncan. There are 3, Mr. Cole, 2 of what we call the 27-C 
and 1 of the 27—A. 

Mr. Corr. There will be just three 35,000-ton carriers which have 
not been modernized after this program contained in the bill is 
completed. 

Admiral Duncan. That is correct, sir. 

The CHatrmMan. Now, Admiral, what is the total number of new 
ships, conversions and auxiliaries, authorized in the bill ? 

Ldunival Leacerr. Exclusive of service craft, sir, 51 ships. 

The CuarrMan. Fifty-one ships. 

Admiral Leccerr. Yes, sir. I didn’t finish just now your earlier 
question, sir. 

The Cuarrman. Allright. Go ahead with the auxiliaries. 

Admiral Leacerr. On the auxiliaries—under conversion of auxil- 
iaries we have two cable-laying ships, ARC 

Mr. Rivers. Two what? 

Admiral Leccrerr. Cable-laying and repair ships. 

Mr. Ketiener. (Aside to Mr. Rivers.) 

Admiral Leecerr. And one seaplane tender, AC, 13,000 tons, which 
will be converted to handle the new and heavier seaplanes. 

That makes a total of 27 new ships. 

The Cuarrman. Twenty-seven new ships. 

Admiral Leacerr. Twenty-four conversions. 

The Cuarrman. Twenty-four conversions. 
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Admiral Leecerr, Twenty-four conversions, a total of 51 ships all 
together. 

The Cuarrman. Fifty-one ships. 

Admiral Leceerr. Exclusive of service craft and small boats. 

The CHarman. Now, in the appropriations heretofore made and 
to be made—that is, annually made by the committee, the Appropria- 
tions Committee, and passed by the House, a lump sum of money is 
given for ship construction, is it not / 

Admiral Leacerr. That is correct, sir. 

The Cnarman. In the appropriations bill, it does not specify 
cruisers, carriers, submarines and destroyers and such like ¢ 

Amiral Leecerr. No, sir. We are given the money under a head- 
ing. 

The Cuarrman. Therefore, under the appropriations bill you would 
have the authority to build that which in the judgment of the Navy 
they think they should build ¢ 

Admiral Lecerrr. Yes, sir, in accordance with the 

The CuarrmMan. Al] right. 

Now, the wisdom of this bill is for Congress to determine and say 
specifically certain ships should be built / 

Admiral Leacerr. Yes, sir. 

The CuarrmMan. Now, that is the whole purpose of this legislation, 
for the Congress to control the type of ships to be built. As we all 
understand, they have the tonnage already previously authorized, that 
they can build all of these out of, or build any types of ships, after 
you get the money, that the Navy saw fit to do so, isn’t that correct? 

Admiral Leecerr. Legally, that is correct, sir. 

The Cuarrman. All right. 

Admiral Lreacerr. Of course, we are committed before the Appro- 
priations Committee by types in the detailed hearing. 

The Cuarrman. I know. You merely break it down to justify it 
there. 

Admiral Leacerr. Yes, sir. 

The Cuairman. But as far as the law is concerned, giving you a bil- 
lion dollars, you could later on change your views and say that you 
think the facts and circumstances warrant building this type of ship 
instead of that type of ship. 

Admiral Leecetr. I think that is correct, sir. 

The Crarman. All right. So, therefore, the wisdom of what we 
are doing here is earmarking specifically that the Navy Department 
must build and is required to ‘build, or the discretion is given the Presi- 
dent to build, these particular types of ships. 

Admiral Leecerr. Yes, sir. 

The Cuatrman. In other words, we keep control and meet our con- 
stitutional responsibility of providing and maintaining a Navy. 

Admiral Leceerr. Yes, sir. 

The CHarrMan. That is the justification of the bill. 

Now, any questions from any members of the committee to the 
Admiral? 

Mr. Rivers. I want to ask him one question, Mr. Chairman. 

The Cratrman. Mr. Rivers. 

Mr. Rivers. You stated that you had developed a procedure whereby 
you could decontaminate a ship against fall-out from nuclear ex- 
plosions. 
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Admiral Leccerr. Yes, sir. 

Mr. Rivers. I heard it said that some of your Eniwetok ships are 
still radioactive and you were not successful in decontaminating them. 

Admiral Leceerr. Mr. Rivers, we had in the Eniwetok tests certain 
ships equipped with the washdown system, only a few for test—only 
one, actually, which was run in for a specific test of the washdown sys- 
tem. It was accompanied into the heavy fall-out by another ship not 
so protected, and we are absolutely convinced of the effectiveness of 
the washdown system. 

Mr. Rivers. I just wanted to get that for the record. 

Admiral Leceerr. Yes, sir. 

Mr. Devereux. Mr. Chairman. 

The CHarrMAN. General Devereux. 

Mr. Deverevx. Admiral, on page 3 you refer to 61 vessels, craft, 
boats and whatnot, for mutual defense. 

Admiral Leeeerr. Yes, sir. 

Mr. Devereux. Do you make reference to boats, craft and vessels 
that are being built overseas, in overseas yards, or not ? 

Admiral Leccerr. That is another program, sir. That is an offshore 
procurement program, Mr. Devereux. 

We have the MDAP ships which are built in this country. 

Mr. Devereux. Would this be the proper time to make a report on 
how many vessels we are now building overseas / 

Admiral Leecerr. I have that information, if you like it. 

Mr. Devereux. Has it materially changed since the last report that 
you gave? You remember I brought—I don’t know whether you 
remember or not, but I brought that question up about building so 
many vessels with United States mone y overseas for our allies, build- 
ing up their yards, and so on, to the detriment of our own yards. 
And that is something that concerns me very much. 

Admiral Lrecerr. Mr. Devereux, we had a ve ry small program last 
year of offshore procurement of ships. The big programs were 2, 3, 
and 4 years ago. 

Mr. Devereux. Is that tapering off now? 

Admiral Lrecerr. Yes, sir. 

Mr. Devereux. And for a considerable extent—— 

Admiral Leeeerrt. It is tapering off to the vanishing point. 

Mr. Devereux. Thank you very much. 

Mr. O’Konsxk1. Along the same line, how will the contract for these 
ships be let out? Will it be let out solely to the lowest bidder or will 
the critical unemployment situation in the various yards in America 
be taken into account in awarding these contracts ? 

Admiral Leccerr. We will let the ships on competitive bidding as 
far as we can, the ships that go to private yards. Some of them will 
be allocated to naval shipyards. We may have to use—I don’t think 
we will this year—ships to maintain mobilization potential. We do 
not have authority to make allocations on the basis of distressed areas. 
The whole shipbuilding industry has been declared a distressed in- 
dustry. 

Mr. Devereux. Mr. Chairman. 

At that point, do you have authority, though, in the maintenance of 
your mobilization base, to make allotments / 

Admiral Leccerr. Yes, sir; we do. 

Mr. Deverevx. Thank you. 
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The Cuatrman. Now, Admiral, in that connection I certainly ho 
that if the money is made available, this $1,317 million, which will 
extend over a 3-year period, that you will spread out this work all 
over the United States and not try to concentrate it all in one area. 
Give everybody that has the facilities an opportunity to bid, to see if 
they can do this work. If you can do it, why, give them a chance 
at it, as well as some of these great big yards which have been so 
much patronized in the past. 

Mr. Bray. Mr. Chairman. 

The Cuarrman. Mr. Bray. 

Mr. Bray. Do you contemplate building or making any of this con- 
struction in this bill in foreign shipbuilding yards ? 

Admiral Leacerr. No, sir. 

Mr. Bray. That is fine. Thank you. 

The Cuarrman. Mr. Wilson. 

Mr. Wutson. Mr. Chairman, I have a question for Admiral Duncan. 

You spoke, Admiral, the other day of the life expectancy of these 
various vessels in justifying the need for a continuous program of 
ship construction. How much is added to the life expectancy of these 
vessels that you are converting or modernizing? Are they considered 
added to as far as the life expectancy is concerned ? 

Admiral Duncan. Yes, sir; very considerably, and in the conver- 
sions which have already been accomplished, and that has added to 
them very considerably, too. The unconverted ship in these classes 
is incapable now of operating airplanes which are actually being 
delivered. 

Mr. Wuson. In other words, these conversion programs add mate- 
rially to our long-range shipbuilding program ? 

Admiral Duncan. They do. 

Mr. Witson. They fit in with it. 

Admiral Duncan. But I should say in particular, in these conver- 
sions that are in the bill, which are primarily including the angled 
deck—that is the large job in this conversion—that contributes to 
safety and economy of operation, more than it does the length of the 
life of the ship, although it contributes somewhat to our ability to oper- 
ate the faster airplanes. 

Mr. Wuson. You don’t have any specific figures or percentages of 
the extension of the life, normal life expectancy, for any particular 
conversion ¢ 

Admiral Duncan. No, sir. You would have to take that up on an 
individual basis. 

The Cuatrman. Now, Admiral Leggett, have you any further state- 
ment to add to anything you said ? 

Admiral Leecerr. No, sir. 

The Cuarrman. Now, Admiral Nunn—— 

Mr. Durnam. Just one question. 

The Cuarrman. Mr. Durham. 

Mr. Duruam. Admiral Leggett, I noticed here in your statement, 
toward the latter part, you said a vessel costing $7 million during the 
war on a mass production basis now would cost around $31 million— 
in other words, about 400 percent more than it did ten yearsago. Will 
that supply to all of these vessels ? 

Admiral Lreecerr. Yes, sir. I think that would be somewhere near. 
All of them have not gone up that much, Mr. Durham, but some of 
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them have gone up—vwell, I don’t believe any of them have gone up 
more than that. 

Mr. Duruam. In other words, dollarwise you are getting about a 
fourth now for a dollar as we got during the war? 

Admiral Leccerr. No, sir; I don’t think we can say that. 

Mr. Duruam. Well- 

Admiral Leccerr. We are getting 

Mr. Duruam. I am going on your own figures now. 

Admiral Leacerr. We are getting one-fourth as many ships for 
a given number of dollars as we had before, but the ships themselves 
are larger. 

Mr. Rivers. That is right. 

Admiral Lreecrerr. And the equipment which they contain is infi- 
nitely more—well, I won’t say infinitely, but a great deal more ef- 
fective for the job than the ones we had during the war. 

Mr. Durnam. Well, couldn’t we kind of break that down with a 
little clear explanation of the cost, than just what you have given us 
here? Because this thing is going to stagger some people, when they 
look at this. Tell us as to the technical advantages you have in your 
vessels that you did not have during the war period. 

Admiral Leecerr. Yes, sir. We have a very complete break- 
down 

Mr. Duruam. In your efficiency. 

Admiral Leacerr. Yes sir. Thank you, and I will be glad to do 
that. 


The difference in cost between a World War II destroyer and one of postwar 
design is accounted for as follows: 











Cost of Wore War Tt dastroyer: (DD) ....02 $7, 575, 000 
Add cost estimates of factors causing increases: 
Increase due to labor material price rise____________________ 4, 745, 000 
Increase due to lack of mass production____._.______________ 2, 715, 000 
Increase in electronics equipment__________-________________ 567, 000 
Increase due to increased tonnage__________________________ 5, 282, 000 
Increase due to armament requirements____._______________ 8, 116, 000 
Incidental increases, such as shipbuilding plans, design develop- 
ments and tests, and habitability improvements__________ 1, 900, 000 
Estimated cost of postwar destroyer_____._______________ 30, 900, 000 


Admiral, there are three nuclear-powered submarines provided in 
this bill. Is it contemplated that any of the other ships will be nuclear- 
powered ? 

Admiral Leacerr. No, sir. 

The Cuartrman. In that connection, you are not building so that 
there can be a conversion of the powerplant of the type you are now 
constructing to nuclear powerplant ? 

Admiral Leccerr. No, sir; Mr. Chairman, we are not. With today’s 
nuclear powerplants, it could not be done. If the nuclear powerplant 
is developed to a point where it might well reach, then we could sub- 
stitute nuclear for present powerplants. But whether that would ever 
be advisable or not is a question which only the technical developments 
of the future will determine. 

The Cuatrman. Mr. Miller, have 





Mr. Harpy. If I might just follow up to conclude that. 
Certainly, if a nuclear powerplant is developed in time to incorpo- 
rate it in any of these, you will certainly do it; won’t you? 
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The CuarrmMan. No. : 

Admiral Leacerr. No, sir; 1 don’t believe that we could incorporate 
a nuclear powerplant into any vessels of this program on the building 
schedules that we have today. 

The Cuarrman. They will not be designed so if nuclear power is 
developed, they can take out the power now and put the nuclear power 
in, because they would haverto build a new powerplant. 

Now, Mr. Miller. 

Mr. Mitier. Admiral Leggett. on page 3, the bottom of your state- 
ment, you say: 

During the past year, however, it became necessary for us to allocate combatant 
ship construction to certain major integrated yards upon which the Navy must 
rely heavily in the event of full-scale emergency. Because of the dearth of com- 
mercial work, these yards were operating at a critically low level. 

Admiral Leecetr. Yes, sir. 

Mr. Mitirr. Are there any of those yards that you are supporting 
in standby or for the purpose of maintaining them in a standby con- 
dition on the Pacific coast? These are private yards, I assume. These 
refer to private yards? 

Admiral Leecerr. These are private yards that I had reference to, 
and we are not supporting any specific yard on the west coast. We 
have allocated certain ships, or restricted bidding on certain ships to 
the west coast in order to maintain a nucleus of steel shipbuilders on 
the west coast availale, sir. 

Mr. Mitter. Then in order to maintain the facilities necessary in 
the event of emergency, it becomes necessary to keep up the publicly 
owned yards on the west coast at a high level? 

Admiral Leecrerr. We think so; yes, sir. 

The CuatrMan. Now, anything further you want to add, Admiral? 

Mr. Gavin. I just want to say that it is equally important to keep 
these public yards on the east coast, too, as well as on the west coast. 
Let’s not get too ambitious about the west coast, because we have the 
east coast. 

Admiral Leccerr. We are fully aware of it, sir. 

Mr. Rivers. Particularly the Southeast. 

The CHArrMan. Let there be order. 

Mr. Lankford wanted to propound a question. 

Mr. Lanxrorp. Admiral Leggett, I notice here you have 2 nuclear 
powered submarines, each of about 3,100, and 1 nuclear radar picket 
submarine of 4,600 tons. Now, I take it that the two submarines are 
the regular fleet type. Is the radar picket submarine a different or 
new type that is being developed, because it is twice the tonnage of 
the other ? 

Admiral Leccerr. That is correct, sir. The radar picket submarine 
is a larger, faster ship, both surface and submerged, as Admiral Dun- 
can pointed out the other day, and she also has a new design of power 
plant throughout. 

Mr. Lanxrorp. Thank you. 

The Cuarrman. Thank you very much, Admiral. 

Now, Admiral Nunn—members of the committee, I want to call your 
attention to section 2. I think that section is wrong. It says, “The 
vessels listed in section 1 of this act have been previously authorized 


by law.” 
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Now, the only thing that has been authorized is the tonnage. 

Mr. Rivers. That is right. 

The Cuarrman. And I think—now, I discussed that’ with you, Ad- 
miral. Come around here, sir. I discussed that with you when we 
were preparing this bill. We followed your viewpoint. Now, the 
question would naturally arise on the floor of the House: “Well, why 
are we doing it twice, for you say here in section 2 that you have 
authorized all these ships? Now, why are you asking us to do it 
again?” 

Now, don’t you think it should be tonnage instead of vessels? 

Admiral Nunn. Yes, sir, I do. I think that would be all right. 
Previous law has authorized enough combatant vessel tonnage 

The CHarrman. But it hasn’t authorized these particular kinds. It 
said, in blanket terms, you have tonnage to build airplane carriers— 
you are correct about it, but I think you better put the word “tonnage” 
instead of putting the word “vessel.” 

Admiral Nunn. Yes, sir. 

The CHatman. Because in view of the explanation I put in the 
record awhile ago—that is the reason we are doing it this way. 

Admiral Nunn. Yes, sir. 

The Cuarrman. Of course, we won’t have to do anything. We 
could rely entirely upon the Appropriations Committee. But for this 
committee to know what is going on and to keep tab on everything, 
we are doing it. 

So without objection, then, the section 2 is changed to make it read 
“tonnage.” Mr. Kelleher and Admiral Nunn, fix up the correct 
phraseology. 

Now, on behalf of Mr. Miller, Mr. Doyle, Mr. Wilson, Mr. Johnson, 
and Mr. Norblad. 

Mr. Witson. The Secretary of the Navy. [Laughter. | 

The Cuatrman. I offer the following amendment: This language 
was in the previous bill sent up by the Department when we drafted it. 
It is nothing but right and proper, I think. But we will put it in. 

Mr. Ketiener. On page 3, following line 16, add a new section 4 
as follows: 





The Department of the Navy shall construct upon the Pacific coast of the 
United States such vessels as the President may determine to be necessary in 
order to maintain shipyard facilities upon the Pacific coast adequate to meet 
the requirements of the national security. 

On page 3, line 17, change “Section 4” to “Section 5.” 

The CHarrMan. Now, that language was in the Department’s bill, 
was it not, Mr. Secretary, when you sent it up here? Isn’t that correct, 
Mr. Kelleher? Admiral Nunn? 

Admiral Nunn. That is correct, sir. 

The Cuarrman. All right. 

Mr. Rivers. Mr. Chairman—. 

The CHarrMan. Wait one minute, Mr. Rovers. 

Now, that language was sent in by the Department, is that correct ? 

Admiral Nunn. That is correct, sir. In the original bill we sent 
up as part of our program, that was put in. 

The CuatrmMan. Any objection to agreeing to the amendment? 

Mr. Rivers. Wait a minute, Mr. Chairman. Now, does that mean 
irrespective of the cost differential ? 
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The Cuarrman. Yes, that means that whatever the President would 


thing should go to the west coast, the President would direct it to go 
to the west coast. 


Mr. Coxe. He can do that now. 

Mr. Gavin. If it is at the discretion of the President, if he can de- 
cide wherever he sees fit, why is it necessary to insert this amendment 
in there? 

Mr. Hess. Why the west coast? 

Mr. Bates. Why the west coast? 

Mr. Hess. The Gulf. 

Mr. Bares. East coast and everywhere. 

Mr. Gavin. Mr. Chairman—— 

Mr. Rivers. Mr. Chairman, I started off. 

The CHatrman. The Chairman hasn’t recognized you. 

Mr. Rivers. You did recognize me. 

The Cuarrman. No. 

Mr. Gavin. Mr. Chairman, who conceived this idea, anyway? 

The CHarrman. You will have to ask the Department. 

Mr. Gavin. Well, it is establishing a precedent here. 

The CuHatrman. All right. 

Mr. Gavin. Certainly, we don’t want to do that. 

The Cuatrman. Mr. Rivers, what have you to say on that? 

Mr. Rivers. If we are going to completely abdicate, why have hear- 
ings on it? 

Mr. Bares. Let’s vote it down. 

The Cuarrman. All right. All in favor of the amendment, hold 
up your hand. 

Mr. Smarr. Six, Mr. Chairman. 

The Cuatrman. All opposed, hold up your hand. 

Mr. Rivers. I am not against the west coast. I am just pro-Rivers. 

The Cuatrman. The “No’s” have it, and the amendment is not 
agreed to. 

Now, the next amendment I offer is to name the carrier. And that 
was discussed the other day. Amend on page 1, line 6: “One aircraft 
carrier, about 60,000 tons, to be named the ‘United States ship Con- 
gress.” Tt ought to have said, “U.S. S. Congress,” so we will amend 
it by striking out the words “United States” and use the letters 
“U.S. S. Congress.” 

Mr. Van Zanpt. Mr. Chairman 

Mr. Smarr. “U.S. S. Congress.” No “ship.” 

Mr. Corr. Leave out “ship.” 

The CHarrMan. You leave out “ship.” U.S.S. Congress.” 

Mr. Van Zanpr. Mr. Chairman, would the chairman consider an 
amendment ? 

The Carman. Yes. Wait, let’s go at it one at a time. Without 
objection 

Mr. Van Zanpt. I havea substitute for this name. 

Mr. Héserr. Let’s have order, Mr. Chairman. 

The Cuatrman, All] right. 

Mr. Van Zanpr. My substitute is U.S. S. Vinson. 

Mr. Gavin. I second the motion 

The CHarman I rule it out of order. 

All in favor of the amendment, say “aye”—— 

Mr. Duruam. Mr. Chairman. 
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Mr. Rivers. No, sir. 

Mr. Durnam. Mr. Chairman—now, let’s have a little discussion on 
it. 

The Cuarrman. All right. 

Mr. DurHam. You are departing from a policy here, aren’t you? 
Have we ever named a ship before ? 

(Chorus of “Yes, Forrestal.”) 

Mr. Brooks. We named it for a man there. Why couldn’t this be 
for aman; Mr. Vinson? 

The Cuarrman. And I have a letter from the Secretary stating you 
are naming the other carrier the /ndependence. 

Mr. Duruam. I have a letter in regard to that. 

The CuHatrman. All right. I think it is a healthy thing for Con- 
gress to have a voice in what ships are going to be named. 

Mr. Rivers. That is right. 

The Cuarrman. And I am heartily in accord with Congress exercis- 
ing some rights in this matter, instead of leaving it to the Secretary or 
anyone else. We know what we are doing up here. [ Laughter. | 

The Cuarrman. If there is no objection, we will amend this bill 

Mr. Gavin. I have an amendment to offer, Mr. Chairman. 

Mr. Rivers. You are out of order, he said. 

Mr. Gavin. I offer an amendment on page 1, line 7, that the word 
“Congress” be stricken and the name “Vinson” be inserted. 

The Cuarrman. I will not entertain that because you only name 
ships after individuals who have passed away. [Laughter. ] 

Now 

Mr. Gavin. We have to glorify you. We want to glorify you while 
you are alive, 

The Cuarrman. Let’s get down to business. The committee is in 
a little too gaya mood. [Laughter. ] 

Without objection 
: aa Netson. Does the chairman mean to infer that Congress is 
dead ? 

The Cuamman. No, Congress is not dead. [Laughter. ] 

All right. 

Now, I want to put in the record, without objection, Mr. Durham— 
all in favor of this amendment hold up your hand. 

Mr. Lanxrorp. Mr. Chairman, what is the amendment ? 

Mr. Rivers. The “U.S.S. Congress.” 

The Cuarrman. Name the ship the “U.S. S. Congress.” 

Mr. Rivers. Is that the “U.S. S. 84th Congress”? 

Mr. Smart. Nineteen have voted “aye.” 

The Cuarrman. All opposed hold up your hand. 

The amendment is agreed to. 

Now, I would like to insert in the record the history of the previous 
ships that have borne the name “Congress.” It is a very glorious 
name in the Navy. And it is highly appropriate that this committee 
here designates a great ship the “Congress.” 

Mr. Rivers. That is right. 

(The history follows :) 











U. S. S. “ConGrREss” 


There have been six ships named “Congress.” The first had an important share 
in the events which brought about the French Alliance in the Revolution. The 
second was one of the ships initially constructed for the Continental Navy. The 
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third was one of the six “original frigates’ authorized by the United States Con- 
gress in 1794, and she served throughout the War of 1812. The fourth served in 
the Mexican War, in which her crew had an important share in the Navy’s win- 
ning of California, and the capture of Mexican ports. 

The first Congress was a galley of eight guns, manned by soldiers of the Con- 
tinental Army, and flagship of the small American squadron on Lake Champlain 
which by delaying the southward advance of the British Army throughout the 
summer of 1776 enabled Washington and the Continental Congress to assemble 
the army which captured General Burgoyne at Saratoga the following year. Al- 
though the British outbuilt the Americans on Lake Champlain, and their squa- 
dron defeated the Americans at Valcour Island on October 11, 1776, and again 
farther south 2 days later, General Benedict Arnold was able to run his vessels 
ashore and burn them before escaping with their crews to Crown Point. The de- 
feated squadron had fully justified its existence and the work of building it, 
while the soldier crews fought manfully against superior gunpower in vessels 
manned by the British Navy. Although the Valcour Island fight was lost, the 
delay made possible the victory at Saratoga, which convinced the French Govern- 
ment that the colonies were worth helping. This naval action on Lake Champlain 
in 1776 brought about the French Alliance, and the first Congress and her squa- 
dron participated in one of the two truly decisive campaigns of the American 
Revolution. 

The second Congress was one of the first group of men-of-war whose construc- 
tion was authorized in December 1775 by the Continental Congress. She was 
built as a ship of 28 guns at Poughkeepsie, N. Y., in 1776, and was destroyed in 
the North River in 1777 to prevent her falling into the hands of the British when 
General Clinton took possession of the Highlands. 

(During the Revolutionary War there were eight State vessels named Con- 
gress. One under command of Capt. G. Geddes (Pennsylvania) captured the 
Savage, 20 guns, on September 6, 1881, off Charleston, after a severe action of 2 
hours. Another under Captain Boucher (Maryland) captured several Jamaica 
ships in the West Indies in 1776. Lieutenant Thomas Truxtun, later a distin- 
guished officer of the United States Navy, brought one of these prizes into New 
Bedford.) 

The third Congress, 36 guns, was 1 of 6 “original frigates’ authorized by 
the United States Congress in 1794 and designed by Joshua Humphreys. Her 
keel was laid at Langdons Island, Portsmouth, N. H. After peace was made with 
Algiers in September 1795, work was suspended on November 28, 1795. In 1799 
work was continued by James Hackett Co. and the Congress was launched August 
15, 1799. After running a convoy to the East Indies in 1800 under Capt. J. Sever, 
she operated out of east coast ports until she sailed under Capt. John Rodgers 
May 21, 1804, for operations against Barbary States. Capt. Stephen Decatur took 
command in November 1804. She sailed June 21, 1812, from New York under 
Capt. John Smith in the squadron of Commodore John Rodgers to raid British 
commerce in the Atlantic. Rodgers diverted the strong British squadrons so 
that numerous home-coming American ships could reach port after war began. 
Rodgers’ squadron returned to Boston on August 31 with some prizes, after this 
bold cruise into English home waters. 

On October 8 the Congress sailed with the President on a cruise of the North 
Atlantic and captured 9 prizes, including the Argo, 10 guns, before returning to 
Boston December 31. 

With the President she sailed again on April 30, 1813, to cruise off Cape Verde 
Islands and the coast of Brazil, returning to Portsmouth, N. H. December 14, 
having taken several prizes including the brigs Jean, 10 guns, and Diana, 10 guns. 

From June 1815 until 1820 she cruised in the Mediterranean, in the West 
Indies, in the Brazil Squadron; then after visiting China, Manila, the Dutch 
Islands of the East Indies, a cruise to Spain and South America, she was laid 
up in ordinary in 1824 at Washington, D, C. Capt. Charles Morris, Capt. Arthur 
Sinclari, Capt. John Henley and Capt. James Biddle had command of her at 
various times. In 1830 she was towed to Norfolk, Va., and used as a receiving 
ship. On June 30, 1834, Congress authorized her to be broken up. 

The fourth Congress, a 44-gun frigate built at Portsmouth, N. H., between 1839 
and 1841, played a central role in the Navy’s winning of California during the 
Mexican War. Following several years of routine cruises in the Mediterranean 
and on the Brazilian station, the Congress, under Capt. Robert F. Stockton, was 
ordered to the Pacific Squadron, reporting to Commodore John Drake Sloat on 
July 15, 1846, for duty. Sloat, in poor health, relinquished the squadron to 
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Commodore Stockton, who broke his broad command pennant in the Congress 
July 23, 1846. The Congress had arrived in California waters 1 week too late 
to take part in the naval occupation of Monterey and San Francisco, but Stock 
ton moved at once to secure southern California. San Diego, Santa Barbara, 
and San Pedro were possessed without opposition, but later determined resis- 
tence centered in Los Angeles. The commodore placed himself at the head of 
a landing force composed largely of sailors and marines from the Congress and 
other vessels, augmented by small army and irregular forces under Kearny and 
Fremont. Several spirited engagements were fought with the enemy before 
Los Angeles was secured in January 1847, and the war was over in California. 

The Congress continued to operate on the west coast of Mexico. In late 1847 
Capt. A. E. Lavallett assumed command of the Congress, and, with the Ports- 
mouth, captured and occupied Guaymas October 19, 1847. The Pacific Squadron, 
under Commodore Shubrick, including the Congress, appeared off Mazatlan on 
November 11 and occupied that port without opposition. Thereafter officers and 
a large part of the crew of the Congress comprised the garrison of that town 
until the city was evacuated June 17, 1848. 

The Congress sailed on August 28, 1848, for the United States, arriving Nor- 
folk, Va., January 24, 1849. From 1850 to 1861 she again sailed in the Brazil 
and Mediterranean Squadrons, several times as flagship. During this period 
she was commanded by Capt. James M. McIntosh, Comdr. George F. Pearson, 
Comdr. Thomas T. Craven, Capt. Louis M. Goldsborough and was flagship of 
Commodores Izac McKeever, S. L. Breese, and J. R. Sands. 

The Congress was ordered to Hampton Roads September 9, 1861. Early in 
March 1862 Comdr. William Smith was relieved and turned over the ship to his 
executive officer, Lt. Joseph B. Smith. On March &, 1862, the Confederate 
ironclad Virginia (Merrimac) made her appearance in Hampton Roads and sank 
the Cumberland. The Congress was also taken under heavy fire, run ashore, 
set afire by hot shot, and struck her colors after Lieutenant Smith and 130 crew 
members were killed or drowned. In September 1865 the hulk of the Congress 
was raised and taken to Norfolk where it was sold for scrap on November 20, 
1865. 

The fifth Congress, 16 guns, was built in 1867-70 as a screw steam sloop-of- 
war at the Philadelphia Navy Yard. She was originally named Pushmataha 
at the launching July 3, 1867, renamed Cambridge May 15, 1869, and then 
Congress August 10, 1869. She was commissioned March 4, 1870. From 1870 
to 1876 she cruised in the North Atlantic and Mediterranean Squadrons. She 
delivered supplies for the Arctic expedition to the Polaris at Godhaven, Bisco 
Island, on August 10, 1871. She was laid up in ordinary at Portsmouth, N. H. 
July 26, 1876, and was disposed of by sale Septeniber 20, 1883. 

The sixth Congress was built in 1914 as a 15-ton motor patrol boat for Mr. A. 
Foster of Grimested, Va. She was acquired by the Navy October 18, 1918, and 
served on patrol duty in the 5th Naval District until disposed of by sale 
December 8, 1919, at Norfolk, Va. 

Compiled : 5 May 1954 

Mr. Witson. Mr. Chairman, I would like to clarify the naming of 
this fourth carrier. I think it was brought out a minute ago that it 
was named the /ndependence. Is this the /ndependence as in the Dec- 
laration, or the /ndependence as in Missouri? | Laughter. | 

The Cuarrman. The Secretary wrote me a letter. Go get the letter. 
Let somebody go get the letter. 

Mr. Secretary, you don’t have to answer the question. You have 
named the ship. That is correct, is it not ? 

Secretary Tuomas. I named it yesterday afternoon, Mr. Chairman, 
the Independence, and that had nothing to do whatsoever with my 
having been born in Independence. 

The CuartrMan. That is right. 

Secretary Tuomas. And § want that in the record. [Laughter. | 

The Crarrman. Now, Mr. Secretary, is there any other amend- 
ment from any members of the committee ? 

(No response.) 
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The Cuarrman. If not, we consider that the bill has been read. The 
bill has been read by Admiral Leggett, in explaining each one of the 
different categories. 

Now, Mr. Secretary, have you a letter from Admiral Radford ? 

Secretary Tuomas. Yes, Mr. Chairman, I have. 

The Cuarrman. I would like for you to read the letter from Ad- 
miral Radford. 

Secretary Tuomas. This is dated March 8, 1955. 


DeaR Mr. VINSON: In compliance with your request for my comments as 
Chairman of the Joint Chiefs of Staff with reference to the proposed authoriza- 
tion of the construction of an additional Forrestal class carrier the following 
information is submitted. 

The Joint Chiefs of Staff annually review and make recommendations to the 
Secretary of Defense with respect to the major forces required in the light of 
approved war plans. In consonance with national policy, the Joint Chiefs of 
Staff have recommended increased emphasis on all types of airpower, including 
earrier striking forces. They have specifically approved an operating strength 
for the Navy for 1956 and 1957 of 15 attack carriers, an increase of one over 
the forces authorized for 1955. 

It is the responsibility of the military departments to provide and maintain 
the forces and equipment required by the operating force levels as approved by 
the Joint Chiefs of Staff and the Secretary of Defense. It is also a service re- 
sponsibility to determine the timing of procurement of new or replacement items 
of major equipment required to keep the operating forces adequately modern 
and effective. 

Sincerely yours, 
ARTHUR Raprorpb, Chairman. 


The CuarrMan. Let the letter be put in the record. 

Now put in the record the letter from the Secretary yesterday nam- 
ing the other carrier the Jndependence. 

(The letter follows :) 


THE SECRETARY OF THE NAVY, 
Washington, March 8, 1955. 
Hon. CARL VINSON, 
Chairman, House Armed Services Committee, 
House of Representatives, Washington 25, D.C. 

My Dear Mr. CHAIRMAN: I am writing you with regard to the naming of 
the fourth aircraft carrier of the Forrestal class now building at the United 
States Naval Shipyard in New York. We have had many proposals and sug- 
gestions as to naming this ship, but I wanted particularly to write to you be- 
cause of the interest you have shown in the suggestion that the ship be named 
Kitty Hawk. 

After full and mature consideration of the matter, I have made the decision 
that the ship will be named U. 8S. 8S. Independence. I recognize your feeling in 
the matter and the historic importance of the geographical name of the place 
where the Wright brothers made the first powered flight in an airplane. How- 
ever, I felt in making a decision that the policy of perpetuating the names of 
historic battles and ships, which policy has only been deviated from on very 
few occasions, should be followed. 

The name chosen, Independence, is a distinguished one. The last ship of 
that name had a fine war record in World War II, was the first ship of her 
class, and the name as a naval ship goes back to 1776. I should point out, 
incidentally, that the Wright brothers pioneering work in aeronautics has been 
commemorated twice by the Navy in naming ships with their name. 

Sincerely, 
C. S. THOMAS. 

The Cuarrman. Now, that winds up the bill. 

Now we will have a vote. I move that H. R. 4393, as amended, be 
favorably reported. 

Mr. Rivers. Second it. 






























975 


The CHarrMan. Call the roll. 
(Rollcall.) 

Mr. Rivers. We won, again. 

Mr. Smarr. Mr. Chairman, the vote is 34 ayes and no nays. 

The CHatrman. A quorum being present, 34 voted in favor of re- 
porting the bill, and none voting in the opposition, the bill will be so 
favor nO reported. 

Now the Chair recognizes Mr. Brooks, who is bringing a matter 
before the committee which is important to consider right now. 

Mr. Brooxs. Mr. Chairman, the other day this committee approved 
a bill that came from Subcommittee No. 1 to authorize participation 
by the armed services in the Olympic and kindred athletic games. 

Now, since then the Senate has passed a bill. The bill is S. 829. 
The Senate tied on two amendments, none of which are vital. 

The first amendment is restrictive and actually saves the Govern- 
ment 

The CuHatrman. Before you read it, if it is not too long 

Mr. Brooks. Well, it saves the Government some money. That is, 
it says an athlete w ho is participating in the games—— 

The Cuairman. Wait a minute. 

Mr. Secretary, thank you very much, and we appreciate the testi- 
mony you and your admirals and your staff have given us. Thank you. 

Secretary THomas. Thank you, Mr. Chairman and members of the 
committee. 

Mr. Brooxs. This amendment says that an athlete who is partici- 
pating in the games shall not be entitled, during that time, to per diems 
and allowances from the armed services but shall be paid this amount 
out of the funds in the hands of the sponsoring agency, which is all 
right. It saves a duplication. 

It also provides that travel allowance shall be paid out of the funds 
in the hands of the sponsoring agency. 

And the other amendment, which is important, simply provides that 
a report shall be made to the two committees of C ongress, the 110use * 
and Senate Armed Services Committees, before the actual participa- 
tion in the games, to let us know what they are doing. 

Now, the Senate adopted the House amendment, which we adopted 
the other day, in the interest of speeding it up. And the initial games 
are going to occur March 12 in Mexico City, and they are very anxious 
to participate in those games. 

Therefore, in the interest of saving time, we wish to get S. 829, with 
the amendments which the Senate provided, and then take it up be- 
fore the House tomorrow and get it through the House of Representa- 
tives. 

The CHamman. Without objection Mr. Brooks is authorized to call 
up the Senate bill in lieu of the House bill. And we act favorably 
on the Senate bill. 

Thank you very much, Mr. Brooks. 

Now, members of the committee, we can’t run this committee unless 
every member is here. And I want to ask every one of you to be here 
tomorrow morning. It is highly important that you be here because 
we have a very important matter before the committee, dealing with 
the rubber situation. I ask all of you to be here in the morning at 
10 o’clock. 
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We will take a recess until tomorrow— 
Mr. CunninoHam. Mr. Chairman 
The CHarrMAn. One minute. 

Mr. Cunnrnewam. May I ask a question about that? I was on the 
subcommittee. 

The Cuarrman. Yes. 

Mr. Cunnincuam. I wonder if we shouldn’t get some information, 
if it is possible for the chairman to get it, as to the exact amount of 
money the Government made 

The Cuarrman. I have that in my statement, the exact amount. 
I can tell you now. It was forty-some-odd-million dollars they made 
last year, and $31 million in 1953. All that information will be here 
tomorrow. We got it all. 

Mr. Cunntncuam. Thank you. 

The CHatrmMan. We will take a recess until tomorrow morning at 
10 o’clock. 

(Whereupon the committee adjourned until 10 a. m., Thursday, 
March 10, 1955.) 
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[No. 10] 


FULL COMMITTEE HEARINGS ON DISPOSAL OF GOVERNMENT- 
OWNED SYNTHETIC RUBBER PRODUCING FACILITIES (H. R. 2882, 
H. RES. 170, AND H. RES. 171) 


Hovusk or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
Washington, D.C., Thursday, March 10, 1955. 

The committee met at 10:10 a. m., Hon. Carl Vinson, chairman, 
presiding. 

The CuarrmMan. Let the committee come to order. 

Members of the committee, as you know we have up before the 
House this morning the pay bill, to be presented by Mr. Kilday on 
behalf of the Armed Services Committee. So I am going to ask 
that the committee recess at 11:45 so all of us can be on the floor 
when the bill is called up. 

Now, the purpose of the hearing this morning is to consider the 
rubber report submitted by the Disposal Commission and also during 
the hearing consider a bill introduced by our colleague, from Texas, 
Mr. Thomas, 2882. 

Now, some weeks ago, I think it was in January, the Disposal Com- 
mission submitted their report. A few weeks ago I had it sent 
around to each member of the committee and asked you each to give 
it careful consideration and study so that we would be thoroughly 
conversant with it when we opened the hearing this morning. 

I have given thought to the report, and I desire at this time to 
trespass upon the patience of the committee and the audience by 
making a statement. 

I have prepared the statement with the best care I couid, with the 
aid and assistance of Mr. Blandford, and I have distributed copies 
of the statement to the members so they can follow it while I make 
this observation. 

Members of the committee, as you know—— 

Wait one minute. I see Mr. Celler and 1 or 2 of our colleagues 
here. Mr. Blandford, give them a copy of it. I am sorry we haven't 
copies—I see Mr. Patman here. 

Mr. Price. Mr. Patman and Mr. Yates. 

The CHarrman. And Mr Yates and Mr. Thomas. Give them all 
copies of the statement. I trust they will profit by this statement. 

Now, let us have order, please. 

Mr. Price. I hope we will profit by theirs. 

The CHairmMan. Yes, and we will profit by theirs. 

Mr. Price. Yes. 

The CHatrMAN. Members of the committee, as you know, rubber 
is an indispensable product in war and in peace. I think it can 
be truly said that we are a nation on tires, and it is difficult to visualize 
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iny part of our economy that does not depend, to a great extent, upon 
the versatility of rubber. I shudder to think what would have hap- 
yened in World War II had we not developed a substitute for natural 
vubber. 

Now, back in 1939 our Government began to recognize the urgency 
of building up our supply of natural rubber. In that year we bar- 
1 ered 600,000 bales of cotton for 95,000 long tons of British rubber. 

In June of 1940 President Roosevelt declared rubber a strategic 
ind critical material and a Government group, known as the Rubber 
Reserve Company, was established to acquire an adequate stockpile 
of natural rubber as soon as possible. 

In June of 1941, the Rubber Reserve Company was designated as 
sole purchasing agent of rubber for both industry and Government 
and the first restrictions were issued shortly thereafter in an effort to 
reduce the consumption of all new rubber and to expedite the crea- 
tion of a stockpile of natural rubber. 

At the time of Pearl Harbor we had a stockpile of 505,000 tons of 
natural rubber, and by the time Singapore fell we had a stockpile of 
630,000 long tons, although our consumption of natural rubber in 1941 
amounted to 781,000 long tons. When Singapore fell 90 percent of 
the world’s natural rubber supply fell into Japanese hands. From 
January 1942 to September 2, 1945, we were able to import into the 
United States only 315,000 long tons of natural rubber. Our total 
imports for 314 years during World War II were not sufficient to 
even supply a half year’s wartime need. 

Immediately after Pearl Harbor, drastic restrictions were placed on 
the consumption of natural rubber. And as a result of these restric- 
tions the new rubber consumption was cut from 781,000 long tons in 
1941 to 394,000 long tons in 1942. 

But we still had to find a substitute for natural rubber. And thus 
the Government turned to synthetic rubber as the answer to the rub- 
ber shortage. 

There were a few privately owned synthetic rubber plants in opera- 
tion at that time capable of producing about 8,000 tons of synthetic 
rubber annually. 

To augment this production, the Government expended about $700 
million in building a great new synthetic rubber abnitee. 

By 1944 this industry was capable of producing annually more than 
1 million long tons of synthetic rubber. Patent rights were pooled 
and cross-licensing of patents were negotiated under Government 
auspices. 

I think it is sufficient to say that the construction of these plants 
during World War II were second only to the development of nuclear 
power as the greatest achievement of the war. 

In 1946, the plants were transferred to the Reconstruction Finance 
Corporation and several plants were sold. In fact, between 1946 
and 1949 the Government sold 4 styrene plants, 1 copolymer plant, 4 
small petroleum-butadiene plants, 1 large alcohol-butadiene plant, 
and 1 neoprene plant. All together, some 18 facilities were sold, 
having an approximate plant investment of $166 million, for which 
the Government received $57 million. 

Recognizing the importance of the synthetic rubber industry to 
the Nation, Congress as a result of legislation prepared by the House 
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Committee on Armed Services, enacted the Rubber Act of 1948. 
Section 2 of the act provided: 

Sec. 2. It is the policy of the United States that there shall be maintained at 
all times in the interest of the national security and common defense, in addition 
to stockpiles of natural rubber which are to be acquired, rotated, and retained 
pursuant to the Strategic and Critical Materials Stock Piling Act (Public Law 
520, Seventy-ninth Congress, approved July 23, 1946), a technologically advanced 
and rapidly expandible rubber-producing industry in the United States of suffi- 
cient productive capacity to assure the availability in times of national emer- 
gency of adequate supplies of synthetic rubber to meet the essential civilian, 
military, and naval needs of the country. It is further declared to be the policy 
of the Congress that the security interests of the United States can and will 
best be served by the development within the United States of a free, competi- 
tive synthetic-rubber industry. In order to strengthen national security through 
a sound industry it is essential that Government ownership of production fa- 
cilities, Government production of synthetic rubber, regulations requiring man- 
datory use of synthetic rubber, and patent pooling be ended and terminated 
whenever consistent with national security, as provided in this Act. 

Among other things, this act provided that there should be main- 
tained at all times within the United States rubber-producing facili- 
ties having a rated production capacity of not less than 600,000 long 
tons per annum of general-purpose rubber, and not less than 65,000 
long tons per annum of special-purpose synthetic rubber. In addition, 
the President was authorized to exercise allocation, specification, and 
inventory controls of natural and synthetic rubber which would assure 
the consumption of not less than 225,000 long tons of synthetic rubber 
annually in the country. This was done with the idea of preserving 
this important new industry that had so recently been established in the 
Nation. 

However, there was little interest shown in 1948 in the possible pur- 
chase of the plants. Instead, the problem was one of assuring con- 
sumption of synthetic rubber sufficient to keep the industry alive. 

This act also required the President to make a report to the Congress 
not later than January 15, 1950, recommending a program for the 
disposal of the Government-owned rubber-producing facilities to 
private industry. 

In compliance with this provision of the Rubber Act of 1948, Presi- 
dent Truman submitted a report to the Congress recommending the 
sale of the plants, but the recommendation did not contain a statutory 
minimum figure of synthetic rubber to be produced and consumed 
annually in the United States. And the Committee on Armed Services 
concluded that the recommendations at that time did not fulfill na- 
tional security requirements as well as the Rubber Act of 1948. 

The only interest that was shown in the possible purchase of the 
plants was coupled with continued mandatory use. Synthetic rubber 
had not then reached a free competitive position with natural rubber, 
and this committee declined to sell plants to private industry coupled 
with provisions that would have made the consumption of specific 
amounts of synthetic rubber mandatory. 

As a result, the Rubber Act of 1948 was extended to June 30, 1952. 

In 1952, the Rubber Act of 1948 was extended to March 31, 1954, 
because of the war in Korea and the obvious necessity for continuing 
overall production without any interruption. At that time the Rubber 
Act also required the President to recommend a disposal program. 

President Truman stated in his message to the Congress that— 


Two years ago I recommended that the Congress authorize transfer of the 
Government’s rubber-producing facilities to private ownership and recommended 
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a disposal plan. It is still my belief that it would be in the national interest to 
have the authority to dispose of the synthetic rubber plants. For the reasons 
I have just given, however, and in consideration of the action taken by the 
Congress in June of 1950 in extending the Rubber Act of 1948, it is my eon- 
clusion that disposal of GR-S facilities should be temporarily deferred. I 
therefore recommend that the Rubber Act of 1948, with respect to GR-S, be 
extended for another 2 years. With respect to butyl, I should like to suggest 
that the Congress give consideration to authorizing disposal of these plants 
according to the general plans outlined in my previous report, and to the termina- 
tion of authority to require the consumption of butyl rubber. 

This message was dated January 14, 1952, and the Committee on 
Armed Services, while agreeing that the situation with respect to 
butyl rubber differed in many respects with that of GR-S, concluded 
that the entire synthetic rubber program should be treated as an in- 
tegral unit, and therefore did not act favorably upon the President's 
recommendation. 

In 1953, the Committee on Armed Services wrote what eventually 
became the Rubber Producing Facilities Disposal Act of 1953. The 
committee pointed out in its report at that time that a considerable 
change had taken place in the whole atmosphere of synthetic rubber. 
Demand for synthetic rubber had increased steadily, new uses had 
been found for synthetic rubber and new processes developed. The 
Rubber Act of 1948 had been amended so as to require the President 
to submit a rubber disposal program on or before April 15, 1953. 
President Eisenhower complied with this requirement and submitted 
his report which became the foundation for the Rubber Producing 
Facilities Disposal Act of 1953. 

The President’s message stated that— 
disposal of the Government-owned facilities must be consistent with three ob- 
jections: In the first place, the Government should realize their full fair value: 
secondly, disposal should be effected in such a way as to assure to the consuming 
publie and to large and small rubber fabricators the benefits of fair competition : 
and finally, to insure against the hazards of unforeseeable contingencies, the 
facilities must be sold on such terms as will guarantee their ready availability 
for the production of synthetic rubber in time of emergency. Disposal pursuant 
to these criteria will best serve the public interest. 

With these criteria in mind, the Committee on Armed Services of 
the House, and the Banking and Currency Committee of the Senate, 
together formulated the Rubber Producing Facilities Disposal Act 
of 1953. Section 2 of that act states: 

Sec. 2 It is hereby declared that disposal of the Government-owned rubber- 
producing facilities pursuant to the provisions of this Act is consistent with the 
national security and will further effectuate the policy set forth in section 2 of 
the Rubber Act of 1948, as amended (62 Stat. 101, 50 U.S. C. App. 1921), with 
respect to the development within the United States of a free, competitive, syn- 
thetic rubber industry. 

The Disposal Act was carefully written. Section 3 (a) of the act 
authorized the President to appoint a three-man commission, to be 
known as the Rubber Producing Facilities Disposal Commission. 
There were severe restrictions on the individuals who could serve on 
this Commission. 

Section 3 (c) of the act required the Commission, from the time of 
its appointment and throughout the course of its performance of its 
duties, to consult with the Attorney General. It also required the Dis- 
posal Report to be submitted to the Attorney General to ascertain 
whether, in his opinion, the proposed sale would violate the antitrust 
laws. 
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The Disposal Act required that the facilities be advertised for sale 
for at least 6 months. And, in addition, the Disposal Act required 
that the Commission negotiate with those who submitted proposals 
for not less than 7 months. The act established seven criteria to be 
used by the Commission in arriving at its recommendation for disposal : 

1. The program had to be designed to best afford small business en- 
terprises and users, other than the purchaser of a facility, the oppor- 
tunity to obtain a fair share of the end products of the facilities sold 
and at fair prices; 

2. The purchaser must have the technical competence to operate a 
rubber facility: 

3. The recommended sales must provide for the development within 
United States of a free, competitive, synthetic rubber industry and 
not permit any person to possess unreasonable control over the manu- 
facture of synthetic rubber or its component materials; 

t. The purchaser must actually intend to operate the facility or 
facilities for the purpose of manufacturing synthetic rubber ; 

5. That full fair value for the facilities be received ; 

6. That disposal of the facilities is consistent with national security ; 
and 

7. That the facilities recommended for sale will, in the aggregate, 
be capable of annually producing not less than 500,000 long tons of 
general-purpose synthetic rubber and not less than 43,000 long tons 
annually of butyl rubber. 

Following the enactment of this law on August 7, 1953, the Commis- 
sion was created and the President appointed three outstanding men 
as members of the Commission. They are Mr. Leslie A. Rounds of 
Maine, Mr. Everett R. Cook of Tennessee, and Mr. Holman D. Petti- 
bone of Illinois. Mr. Pettibone was named Chairman. 

Now, the Commission’s philosophy at the outset is expressed on 
page 6 of the Disposal Report. They said: 

We members of the Commission undertook our assignment because we believed 
in the transfer of an essential, going, profitable business from Government to 
private operation. We believe that Congress formulated a workable disposal 
law. It is designed to give due regard to the defense and financial interests of 
Government, and at the same time permit industry to buy and operate these 
facilities on fair terms and under competitive conditions. 

Now, let’s take a look at this “going profitable business” for a 
moment. 

In the fiscal year ending June 30, 1953, the net income from the 
Government rubber program was $59,929,609. In the fiscal year 
ending June 30, 1954, the net income was $41,778,866. On that same 
date, however, because of wartime operations, shutdown and reactiva- 
tion expenses, and other losses, the total deficit of the rubber program 
amounted to $194,805.803. 

Now, let’s see what was in this program when the Commission took 
oflice. 

Well, there were : 13 copolymer plants, 2 butyl plants; 8 petroleum- 
butadiene plants; 2 alcohol-butadiene plants; 1 styrene plant; 1 small 
DDM chemical plant; 448 pressure tank cars, and some miscellaneous 
equipment. 

The Disposal Act specifically precluded the sale of the Government- 
owned evaluation laboratory at Akron, Ohio. The act did permit the 
Commission, however, to lease the alcohol-butadiene facilities; but 
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under the act, all facilities not sold may not be operated as a rubber 
producing facility for the account, or by the Government, except pur- 
suant to further act of Congress. And no facility that remains unsold 
may be disposed of by sale for a period of 3 years after the remaining 
plants are transferred to private owners. 

Now, under the law, the Commission had to advertise for not less 
than 6 months, and then they had to negotiate with the bidders for 
another period of not less than 7 months 

The Commission was also charged with establishing an interest rate 
on purchase money mortgages of not less than 3 percent. The Com- 
mission established a purchase money mortgage rate of 4 percent. 

On May 27, 1954, the Chairman of the Commission opened the 
proposals in the presence of the other members of the Commission, 
and two staff members. <A total of 75 proposals were received from 
35 bidders. Thereafter, the Commission entered into the negotiation 
period which terminated on December 27, 1954. 

Now, let’s see what the Commission has recommended for sale. 

Well, the sales recommended involve 24 plants with a contract sales 
price of $285,465,000. 

They recommended for sale: 11 copolymer plants, 8 petroleum- 
butadiene plants, 1 aleohol-butadiene plant; 2 butyl plants, 1 styrene 
plant, and 1 small DDM chemical plant. 

The plants recommended for sale have a capacity of 689,600 long 
tons of GR-S annually, and 90,000 long tons of butyl capacity. This 
is 189,000 long tons of GR-S and 47,000 long tons of butyl in excess 
of the statutory minimum established in the Disposal Act. 

In its report, the Commission stated that the sales prices recom- 
mended to the Congress exceed the initial high bids for these facili- 
ties by over $30 million. And the report further states that without 
exception the Commission sold: “to the highest bidder.” 

The report further states that in the case of the sale to Shell Chemi- 
cal Corp. of the styrene, butadiene, and copolymer facilities on the 
west coast, a package sale was made. The bidder declined to bid for 
the facilities individually. Shell’s bid for the 3 facilities exceeded 
the total of the highest bids for each of the 3 individual facilities. 

Now, let’s see what the Commission was not able to sell. Well, 
they were not able to sell: 2 copolymer plants, 1 alcohol-butadiene 
plant, and 448 tank ears. 

One of the copolymer plants and the alcohol-butadiene plant for 
which no proposals were received are both in standby and have been 
for some time. 

The copolymer plant at Baytown, Tex., is now in operation and has 
an lama output of 44,000 tons and is the 1 of the 2 copolymer plants 
in the rubber program that mixes carbon black with GR-S during the 
process of manufacturing GR-S. 

Now, let’s see what the financial status of this program will be if 
the recommended sales are put into effect. 

The estimated gross book value on April 30, 1955, of all of the 
facilities amounts to $531,100,000. On that same date, the rubber- 
program reserve for depreciation will amount to $403,088,000. Thus 
the estimated book value of the facilities as of April 30, 1955, is $127,- 
912.800. As of June 30, 1954, there was an accumulated operating 
deficit of $194,806,000. The Commission expects to make a profit of 
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approximately $50 million between the period June 30, 1954, and April 
30,1955. ‘Thus the estimated accumulated deficit as of April 30, 1955, 
will amount to $144,806,000. Adding the accumulated: deficit to the 
net book value of $127,912,800 for all of the facilities will result in 
a total unrecovered investment as of April 30, 1955, of $272,718,800 
exclusive of net current assets. The Commission proposes to sell the 
plants including net capital additions or improvement that have been 
made since August 31, 1954, for $263,643,000. Thus the American 
people will receive $263,643,000, as against a total unrecovered in- 
vestment of $272,718,800. The net loss to the American people on the 
entire rubber program since its inception in 1941, including 4 years 
of operation during World War II, will amount to approximately 
$9,075,800. 
The return to the taxpayers will amount to 96.6 percent of the un- 
recovered investment. In addition, under the present disposal pro- 
gram the Government will retain ownership of three unsold facilities 
and miscellaneous equipment, having an estimated net book value of 
$18,557,000. If this amount is subtracted from the unrecovered 
balance of $272,718,000 it would leave an unrecovered balance of $254,- 
161,000 as against a recovery of $263,643,000. 
Now, before I express my personal views on this disposal program, 
I would like to call the committee’s attention to section 23 of the 
Disposal Act which allows any Member of Congress to introduce a 
resolution of disapproval in whole or in part for any of the facilities 
recommended for sale. This provision of the law states: 
If the committee to which has been referred a resolution with respect to a 
facility or facilities has not reported it before the expiration of 10 calendar 
days after its introduction, it shall then (but not before) be in order to move 
either to discharge the committee from further consideration of such resolution, 
or to discharge the committee from further consideration of any other resolu- 
tion with respect to such facility or facilities which has been referred to the 
committee. 
The act further states that : 
Such motion may be made only by a person favoring the resolution, shall be 
highly privileged (except that it may not be made after the committee has re- 
ported a resolution with respect to the same facility or facilities), and debate 
thereon shall be limited to not to exceed 1 hour, to be equally divided between 
those favoring and those opposing the resolution. No amendment to such 
motion shall be in order to move to reconsider the vote by which such motion 
is agreed to or disagreed to. 
If no resolution of disapproval is passed by either House by mid- 
night of March 25, 1955, the sales will take effect. 
Now, under the law, the Armed Services Committee is not required 
to take affirmative action with regard to this program. This report, 
in accordance with the law, becomes effective if not disapproved. In 
other words, if no disapproval resolution is passed by either body, then 
the Commission, under the law, will transfer possession of the facili- 
ties and put the contracts into effect on April 30, 1955. 
Notwithstanding the fact that the committee is no required to act 
affirmatively, nevertheless I believe it is important that we all be 
thoroughly familiar with the entire program. In that connection, 
I want to say that I have read, and reread this report, and I have 
studied it to the extent of my limited ability, and I want to take this 
opportunity to state publicly that I find myself in complete agree- 
ment with the disposal program recommended by the Cossitanion, 
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I can’t let this occasion ‘0 without expressing to the chairman of 
the Commission, Mr. Pettibone, and the other two members, Mr. Cook 
and Mr. Rounds, and to their able staff, my appreciation for this 
magnificent report. 

The Commission will have the satisfaction of knowing that they 
have done an outstanding job and in my opinion they deserve the 
thanks of the Armed Services Committee. 

In my opinion, the disposal program meets all of the criteria estab- 
lished by the law. I believe it obtains for the taxpayers the full fair 
value for the facilities. I am convinced that a free competitive market 
will be established ; I am further convinced that we will have national 
security in rubber. And finally I believe that small users are assured 
of a source of rubber at fair prices. 

Now, in that connection I desire to make this comment : 

Now, the capacity of the plants to be sold amounts to 689,000 tons 
of GR-S and 90,000 tons of butyl rubber. Thus, the total rubber 
capacity to be sold under this program amounts to 779,000 long tons. 

In fiscal 1954 the Government sold 465,000 long tons of GR-S. Of 
this amount, 261,000 tons were sold to the 4 major rubber companies, 
or 56 percent of the total sales in that fiscal year. All of the rubber 
companies who have contracted to purchase GR-S plants purchased 
a total of 337,000 tons during this same period, or 72 percent of the 
rubber sold during fiscal 1954. 

One hundred and twenty-seven thousand tons of GR-S were sold 
to all others who are not participating in the program as plant pur- 
chasers, or 18 percent of the total sales. 

Now, either purchaser of 2 copolymer plant under the disposal 
program, except Shell and Phillips, will use a large percentage of 
the production in their own businesses. 

But Shell and Phillips are not fabricators of rubber products, and 
their entire capacity of GR-S, which amounts to 152,000 tons, will 
thus be available for all users of rubber. 

This, in itself, is in excess of the amount of GR-S purchased by all 
of the small manufacturers in fiscal 1954 and by itself would be suf- 
ficient to assure them a source of rubber. 

But in addition to that, each of the purchasers of a copolymer plant 
have agreed to make available to small business a specified percentage 
or amount of its production to be available to small business enter- 
prises. 

This amounts to 90,000 long tons annually of the capacity of the 
plants to be sold. 

It does not include the 152,000 tons of capacity to be sold to Shell 
and Phillips. et 

Thus while “small business” only purchased 127,000 tons of GR-S, 
or 18 percent of the GR-S sold by the Government in fiscal 1954, 
nevertheless there will be available to them, under the disposal pro- 
gram, 35 percent of the capacity of the plants to be sold under the 
program. 

If the rubber companies who are purchasing the copolymer plants 
continue to use 72 percent of the GR-S total capacity to be sold they 
would consume 496,000 tons of rubber. 

Hlowever, that would still leave 173,000 tons available for those 
who have not purchased copoylmer plants, well in excess of the 
127,000 tons of GR-S purchased by those who are not participating 
in the program as a purchaser of a copolymer plant. 
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Now, in addition to that, we cannot disregard the 90,000 tons of 
butyl rubber that will be manufactured by the Standard Oil Co., 
which does not use its own product. This rubber will be available 
to the open market and cannot be disregarded as a substantial source 
of rubber for small users. ; 

I think we must keep in mind, whenever we discuss small business, 
that the manufacture of synthetic rubber is not small business. It is 
big business and requires large expenditures in research and develop- 
ment and large staffs of individuals who are highly qualified in the 
techniques of chemistry. 

In addition, I am impressed with that part of the report which 
states that no one purchaser in the program will acquire more than 19 
percent of the total GR-S capacity of the plants to be sold. 

Now, back on page 15 of my statement I stated that I believe that 
a free competitive market will be established by the sale of these 
plants. The contract for the sale of each GR-S facility contains a 
commitment by each purchaser to make available to small businesses 
some significant amount of production of each facility. The total 
that will be available to small business enterprises if the plants are 
operating at full capacity will be approximately 90,000 long tons 
annually. In addition, the sale of two GR-S facilities to the Phillips 
Chemical Co. and the Shell Chemical Corp., will make available a 
major portion of their production to small businesses. Neither of these 
companies are rubber fabricators and their combined capacities 
amounts to 152,000 tons. In the past fiscal year Government sales to 
companies other than plant purchasers totaled 127,000 long tons. 
Thus, with the commitments in the contracts by the purchasers of 
all of the GR-S facilities, plus the availability of GR-S from the 
copolymer plants purchased by Phillips and Shell there should be 
a completely adequate amount of GR-S available to all rubber users 
throughout the country. 

And in that connection I have noted with interest that insofar 
as GR-S is concerned not one company has contracted to purchase 
more than 19 percent of the capacity recommended for sale. 

I have already stated the financial position of the report, and in 
my opinion full fair value for the facilities has been received. I 
repeat that I think the Comission has done an outstanding job in 
obtaining for the taxpayers the maximum amount possible for these 
facilities. I am particularly impressed with the fact that the Com- 
mission was able to obtain $30 million by negotiation more for the 
facilities than was originally bid by potential purchasers. 

I addressed a letter to the chairman of the Rubber Producing Facili- 
ties Disposal Commission in which I posed 16 questions concerning 
the disposal program. I shall add as an appendix to this report the 
very complete reply and have it placed in the record. 

(The material referred to is as follows :) 


RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, 
Washington 25, D. C., March 2, 1955. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House Office Building, Washington 25, D. C. 
Dear Mr. Vinson: We enclose herewith our answers to the 16 questions posed 

in your letter of February 15, 1955. For convenience, we have set out each 
question and related answer separately. 
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We shall be very pleased to furnish any other information upon request. 
Sincerely, 


Ho_MAN D. Pertrisone, Chairman. 
Question No. 1: 


Recognizing that the anticipated $51 million profit for 1955 represents un- 
usually heavy sales, but taking one-half of the average profit over the past 5 years, 
$18 million (thus compensating for the lack of Federal corporation taxes), how 
much capital investment would an average industry require to produce a net 
profit of $18 million per year? 

Answer.—Figures are available from a number of courses with which to 
answer this question. The quarterly financial report prepared jointly by the 
Federal Trade Commissicn and the Securities and Exchange Commission for the 
second quarter of 1954 shows an average rate of profit of approximately 10 per- 
cent on stockholders’ equity for all manufacturing enterprises for the 12 months 
ended June 30, 1954. These figures are shown separately for about 25 different 
industries, and the figures vary greatly according to industry. The 10 percent 
given is the general average for all industry A tabulation of the reports of 
some 3,400 companies made by the National City Bank gave substantially the 
same figures. These figures indicate that the average amount of capital invest- 
ment required to earn a net profit of $18 million would be approximately $180 
million. 

The following table illustrates the range of rates of profit which entered into 
the FTC-SEC figures and presents also the recent rate of profit history of the 
chemical, petroleum refining, and rubber products industries: 








| 3d quarter, |4th quarter,| Ist quarter, | 2d quarter, 
1953 1953 1954 | 








1954 
Textile mill products...__. 5.0 | 2.1 2.1 | 1.0 
Transportation equipment _- 12.2 14.1 | 15. 5 | 18.4 
Chemicals and allied products 10.3 | 9.7 11.2 | 11.8 
Petroleum refining ---~--------- 13.3 | 15.0 | 12.8 12.0 
Rubber products... - 11.5 | 10.1 | 10.3 | 10.9 


Question No. 2 
Please furnish examples of corporations that have been found by the Depart- 
ment of Justice to exercise undue control or excessive control in relation to 
percentage of total production controlled by such corporations. 
Answer.—The Department of Justice has furnished the following information 
in response to this question : 
PART I 


Blue Book No, } Name of case 

976 United States v. Besser Manufacturing Co. (Civil 8144, E. D. 
Mich.) : Complaint filed April 28, 1949, alleging violation of sections 1 
and 2 of the Sherman Act by 2 corporations and 3 individuals in the 
manufacture of concrete block machinery. Besser, the Nation’s largest 
producer and Stearns Manufacturing Co., whose stock was partially 
owned by Besser, were alleged to have 65 percent of the dollar value of 
the concrete block machinery business with the balance being divided 
among over 50 other manufacturers with the nearest competitor having 
less than 8 percent of the whole. The district court found this combina- 
tion to be a monopoly within section 2 of the Sherman Act (96 F. Supp. 
804 (1951)) and its finding was upheld by the Supreme Court (343 
U.S. 444 (1952) ). 

912 United States v. United Shoe Machinery Corporation (Civil 7198, 
D. C. Mass.) : On December 15, 1947, a civil complaint was filed against 
the defendant to restrain alleged violations of sections 1 and 2 of 
the Sherman Act charging monopolization of (1) the manufacture of 
shoe machinery and parts; (2) distribution of shoe factory supplies 
and (3) attempting to monopolize the manufacture and distribution of 
tanning machinery. The complaint alleged that the defendant supplied 


1 The Federal Antitrust Laws 1890-1951, Commerce Clearing House, Inc. 
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Blue Book No. Name of case 


855 


423 


1213 


1203 


more than 75 percent of the demand for shoe machinery. The district 
court found that United supplied between 75 and 95 percent of the total 
current demand for shoe machinery with varying percentages for the 
several types of machines and held that such market control coupled 
with the market practices complained of was in violation of section 2 
(110 F. Supp. 295 (1953) ). The Supreme Court affirmed the lower court 
in a per curiam opinion (347 U. 8. 521 (1954) ). 

United States v. General Instrument Corp., et al. (Civil 8586, D. C. 
N. J.) : Complaint under sections 1 and 2 of the Sherman Act filed on 
July 17, 1946, against 4 corporations and 7 of their officers charging a 
couspiracy in restraint of interstate commerce, monopoly and attempt 
to monopolize the production and distribution of variable condensers 
(tuning devices used on radios to select broadcasting stations). Gen- 
eral and Radio Condenser Co., another defendant, admitted manufac- 
turing 60 to 65 percent of the variable condensers manufactured and 
75 to 80 percent when the production of a third company was added. 
Such control, coupled with certain other illegal agreements was held 
to have constituted a violation of sections 1 and 2 (87 F. Supp. 157). 

United States v. General Electric Co. (Civil 1364, D. C. J. J.) : Com- 
plaint under sections 1 and 2 of the Sherman Act, section 3 of the Clay- 
ton Act and section 73 of the Wilson Tariff Act filed on January 27, 
1941, against General Electric and others alleging a conspiracy to 
restrain and monopolize commerce in incandescent electric lamps and 
other electrical equipment. General Electric, the only manufacturer 
of a full line of lamp bases in the United States, was found to have 
violated both sections 1 and 2 of the act by monopolizing both the manu- 
facture and distribution of such product. The court found that Gen- 
eral Electric’s market control, through which it held monopoly over 
the industry, was made up of its own production of approximately 55 
percent of the lamps sold and manufactured in the United States and 
the production of its licensees which General Electric effectively con- 
trolled, comprising 30 percent of the lamps made and sold in the United 
States (82 F. Supp. 753). 

United States v. Aluminum Company of America. (Eq. 85-73, S. D. 
N. Y.) : Petition under the Sherman Act filed April 23, 1937 against the 
Aluminum Co. of America, certain of its subsidiaries, affiliates, officers 
and directors -alleging a monopoly in the manufacture of virgin alu- 
minum in the United States. The fact that the Aluminum Co. of Amer- 
ica was the sole producer and seller of virgin aluminum during the 
period complained of was not in dispute. The district court found that 
even though in this particular case the evidence did not disclose ex- 
clusion or attempted exclusion of competitors and dismissed the case 
(44 F. Supp. 97). On appeal to the Circuit Court of Appeals, Second 
Circuit, the court considered what constituted the relevant market 
that was monopolized and concluded that in the circumstances pre- 
sented, over 90 percent control of production and sale of virgin alumi- 
num constituted an illegal monopoly. By way of dictum the court 
stated it was not certain whether 60 percent or 64 percent would be 
enough and that certainly 33 percent is not (148 F. 2d 416, 424 (1945) ). 
The case was remanded to the district court wherein judgments were 


entered on April 23, 1946 in accordance with the Circuit Court mandate. 
PART II 


United States v. Eastman Kodak Company: On December 21, 1954 a 
complaint was filed under sections 1, 2 and 3 of the Sherman Act against 
Eastman alleging monopoly in the sale, distribution, development and 
processing of color films for amateur use. The sales of Eastman’s Koda- 
chrome film have always represented more than 90 percent of the ama- 
teur color film for miniature cameras. A consent judgment was en- 
tered on December 21, 1954. 

United States vy. United Fruit Company: On July 2, 1954, the United 
States filed a civil action under sections 1 and 2 of the Sherman Act 
and section 73 of the Wilson Tariff Act against United Fruit Co. charg- 
ing it with monopolizing and restraining interstate and foreign trade 
in bananas. From 1935 through 1953, except for the war years, United 
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Blue Book No. Name of case 


1190 


1189 


1180 


1177 


1165 
and 
1166 


1163 


consistently imported annually more than 50 percent by stems of all the 
bananas brought into the United States. This case is pending. 

United States v. The Cincinnati Milling Machine Company et al. (Civil 
13401, E. D. Mich.) : Complaint under sections 1 and 2 of the Sherman 
Act filed on April 19, 1954, charging three corporations with conspiring 
to restrain and to monopolize interstate trade and commerce in the manu- 
facture and sale of milling machines. The defendants and a cocon- 
spirator, Ingersoll Milling Machine Co., were alleged to have produced 
over 75 percent of all milling machines in the United States by dollar 
value. On April 19, 1954, a consent judgment was entered enjoining 
certain of the restrictive practices and canceling certain agreements. 

United States v. The Torrington Company (Civil 4840, D. Conn.) : 
Complaint under sections 1 and 2 of the Sherman Act filed on March 30, 
1954, charging the corporation with restraining, attempting to monopolize, 
and monopolizing interstate trade in machine needles by acquiring the 
assets of principal manufacturers of machine needles; entering into 
exclusive dealing arrangements with builders of sewing machines, shoe 
manufacturing and repairing machines, and knitting machines, by which 
Torrington agrees to make machine needles solely for these builders ; 
refusing to sell machine needles to others than those machine builders 
for domestic use; and inducing machine builders to purchase their 
entire requirements of machine needles from Torrington. The com- 
plaint alleged that Torrington annually produced 100 percent of all sew- 
ing machine needles sold on the open market in the United States (other 
than the production of Singer which is exclusively for its own machines). 
The case is pending. 

United States y. R. L. Polk & Co., et al. (Civil 13135, E. D. Mich.) : 
Complaint under sections 1 and 2 of the Sherman Act filed on January 
8, 1954, charging 1 unincorporated trade association and 4 corpora- 
tions with conspiring to restrain and to monopolize, attempting to monop- 
olize, and monopolizing trade and commerce in the publication and sale 
of city directories. In 1951 defendants accounted for approximately 75 
percent of the total dollar sales volume in the United States. Defendants 
also published and distributed over four-fifths of all the individual vol- 
umes of city directories printed in the United States in 1951. The case 
is pending. 

United States v. American Smelting and Refining Co., et al. (Civil 
88-249, S. D. N. Y.) : Complaint under sections 1 and 2 of the Sherman 
Act, filed on October 9, 1953, charging two corporations with restraining, 
attempting to monopolize and monopolizing interstate and foreign trade 
in the production and sale of primary lead, by regulating production, 
exercising control over the refining and marketing of competitors’ pro- 
duction, by cartel arrangements, and by price fixing. During the period 
1935 through 1949, American Smelting & Refining Co. smelted or refined 
an average of 60 percent of all primary lead produced in the United 
States and in the same period St. Josephs Lead Co., another defendant, 
mined an average of 33 percent of all lead mined in the United States. 
The case is pending. 

United States v. National Malleable and Steel Castings Co., et al. 
(Civil 30281, Cr. 20962, N. D. Ohio) : Complaint and indictment under 
sections 1 and 2 of the Sherman Act, filed on May 22, 1953, charging 
1 voluntary trade association, 6 corporations with combining and con- 
spiring to restrain and to monopolize, and with monopolizing interstate 
and foreign commerce in railroad-car couplers, coupler parts, and yokes. 
It was alleged that defendant manufacturers make and sell more than 
75 percent of the yokes used in the United States railroad industry. The 
case is pending. 

United States v. Standard Oil Co. (N. J.), et al. (Civil 86-27, 
D. C.): Complaint under sections 1 and 2 of the Sherman Act and 
section 73 of the Wilson Tariff Act, filed on April 21, 1953, charging 
five corporations with conspiring to restrain and monopolize the inter- 
state and foreign petroleum industry. It was alleged that the defend- 
ants control 81.5 percent of the world’s estimated crude-oil reserves 
and 90 percent of the estimated crude-oil reserves outside the United 
States, Russia, and Mexico. The case is pending. 
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Blue Book No. Name of case 

1150 United States v. The Procter € Gamble Company, et al. (Civil 1196-52, 
ID. N. J. (Newark) ) : Complaint under sections 1 and 2 of the Sherman 
Act filed on December 11, 1952, charging the Procter & Gamble Co., 
Lever Bros. Co., the Colgate-Palmolive-Peet Co., and the Association of 
American Soap & Glycerine Producers, Inc., with restraining and 
monopolizing the manufacture and sale of soap and synthetic detergents 
for household use. It was alleged that in the year 1951 Procter, Colgate, 
and Lever produced and sold 75 percent of the national sales of house- 
hold soap. The case is pending. 

1133 United States v. National Ice and Cold Storage Co. of Calif., et al. 
(Civil 142290, S. D. Calif.) : Complaint under sections 1 and 2 of the 
Sherman Act filed June 11, 1952, charging that the defendants con- 
spired to restrain and monopolize the manufacture and distribution of 
ice for use in the preservation, processing, and shipping of perishable 
foods, and for use in transportation of passengers, in interstate and 
foreign commerce. The complaint alleged that the defendants and co- 
conspirators control, manufacture, and distribute over 80 percent of the 
ice manufactured in the State of California for the above purposes. 
A consent judgment was entered on January 14, 1954. 

1132 United States v. Union Ice Company, et al., (Cr. 22,360, S. D. Calif.) : 
Indictment under sections 1 and 2 of the Sherman Act filed June 4, 1952, 
charging the defendants conspired to restrain and monopolize manu- 
facture and distribution of ice for use in the preservation, processing, 
and shipping of perishable foods, and for use in transportation of passen- 
gers, in interstate and foreign commerce. The indictment charged that 
the defendants and coconspirators control, manufacture, and distribute 
over 80 percent of the ice manufactured in the State of California for 
the above purposes. Pleas of nolo contendere were entered in Jan- 
uary 1954. 

Question No. 3 

Has any definite evidence been submitted to the Commission that would indi- 

cate that private enterprise will produce— 
(a) more synthetic rubber ; 
(b) improved synthetic rubber ; 
(c) cheaper synthetic rubber ; 

if the plants are sold? 

Answer.—The Commission has no “definite evidence” on these three questions. 
Our opinions and impressions, however, are as follows: 

(a) Will private industry produce more synthetic rubber? 

The March 1953 Report of the Reconstruction Finance Corporation was pre- 
mised on the belief that the total demand for synthetic rubber would increase 
in both the near and long-term future. Estimates from the Department of 
Commerce, presented in the answer to question 4 below, conform with this pre- 
mise. The RFC report concluded that as the demand for rubber exceeded the 
sapacity of the present Government-owned plants, private industry, if it pur- 
chased the facilities, would create new capacity to satisfy this demand. The 
Commission reiterated this belief in its report to the Congress of January 24, 
of this year. As rubber demand increases, commercial self-interest will, the 
Commission believes, dictate the necessary increase in capacity either by the 
expansion of existing plants or the construction of new ones. 

(6b) Will private enterprise produce improved synthetic rubber? 

The history of synthetic rubber has been one of constant product improvement 
in both the Government and private areas of production. The Commission 
believes that quality will continue to be improved when this industry is in 
private hands. Influences in this direction will be competition among private 
producers and the expected continuance of dynamic research in this field. 

(c) Will private enterprise produce cheaper synthetic rubber? 

The Commission's views on this question are presented in the answer to ques- 
sion 10. 


Question No. 4 

What is the best estimated available as to'the projected supply and demand 
for rubber (synthetic on the one hand, and natural on the other) for the next 
5 years? 

Answer.—Attached is a copy of a letter (dated February 21, 1955) to the 
Commission from Business and Defense Services Administration of the Depart- 
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ment of Commerce presenting estimates of rubber supply and demand for the 
next 5 years. To satisfy the demand for synthetic, the following domestic supply} 
will be available, assuming the completion of the Commission’s disposal program 
(all capacities in long tons) : 


To be sold by the Commission : 


fs Biih pede aie as a 5 EU a ea Ee ee a _. 689, 600 
os Mebane ee Ca Oe Ea Ee EE EE ee ee es 90, 000 
RR en COE A De Be Le Oe ce Fae MORO Bn ee He eee a icone ey OeD 


Presently privately owned (approximate figures) 


aa te cetiattnis Grae aleiecchnies-ermiaeagrninenes Len! ee 2, 000 
UE I ee ES EON Lhe I a TN ORES 2! ae. fF 
AR SECU ECAP Sar RCs aero er ot Pana Lee Slat NS RS es I ee 
a a ee i eeamicegem wie eae eo ae 
Oe Te ee ee eee ea age IA BAAN INS et nt AES LED 891, 600 


The figures given by the Department of Commerce for demand for synthetic 
are not directly comparable with those given below. The Department of Com- 
merce figures include the oil content of oil-extended GR-S 689,600; the long ton 
GR-S capacity figure for the plants proposed for sale by the Commission is net 
of oil content. As a guide to comparing these figures, production statistics for 
fiscal 1954 are helpful. In that year approximately 8.5 percent of GR-S produc- 
tion (including oil) was attributable to the oil content. 


DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington 25, February 21, 1955. 
Mr. M. G. HEINs, Jr., 
Deputy Executive Director, 
Rubber Producing Facilities Disposal Commission, 
Washington 25, D.C. 

lear Mr. HeEINS: We acknowledge your letter of February 15 requesting esti- 
mates concerning the supply-demand outlook for rubber for the next 5 years, and 
subsequent telephone conversations with you and with Mr. Harold W. Sheehan 
concerning your desire for a tabular statement which can be furnished to the 
chairman of the House Armed Services Committee. 

Agreed industry estimates on this subject have been made with our partici- 
pation for 1955 and 1956. The remaining estimates shown in the table below 
have been made in the Rubber Branch of the Business and Defense Services 
Administration to meet your request. 

Starting from 1956, you will see that we expect a gradually rising world pro- 
duction of natural rubber, resulting from the coming into production of acreage 
planted or replanted with high-yield trees in Malaya during the past 7 years. 

The estimates for total new rubber consumption outside the United States 
after 1956 represent a projection from 1956 at the rate of approximately 5 percent 
annually, which is less than the rate of growth experienced in recent years. The 
expectation that foreign countries will increase their use of synthetic rubber, as 
a result of plans now afoot for manufacture of this material in the United King- 
dom and France, and for expansion of production in Western Germany, and 
(assuming disposal) as a result of cultivation of foreign markets by private 
owners of our synthetic rubber industry, is reflected in the estimates. The order 
of magnitude is necessarily guesswork, but the estimates enable the balance of 
natural rubber (after foreign demand) to be calculated to show how much might 
become available for use in the United States. It should be stated that foreign 
consumption estimates exclude the Iron Curtain countries consumption of rubber 
that is produced within Iron Curtain areas, as this unknown amount does not 
affect the calculations; estimated imports of natural rubber into Iron Curtain 
countries are however included and counted as foreign consumption. 

The estimates for total new rubber consumption in the United States after 
1956 represent a projection from 1956 at the rate of approximately 3 percent 
annually, which is near the rate of population growth, and well below our past 
rate of growth of rubber consumption. Natural rubber consumption in the 
United States is taken as almost equal to the “world production less the foreign 
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consumption,” and the remaining tonnage required to make up the total estimated 
United States consumption for each year would represent the domestic demand 
for synthetic rubbers of all types. 


Estimated rubber supply-demand, 1955-59 


{1,000 long tons] 


1955 | 1956 | 1957 | 1958 | 1959 


ee ern has OPT Tey eet PORTS aT ee ane SUMS TENCE Me ? 
World production of natural rubber. __--...-...----- 1,805 | 1,800 | 1, 820 1, 840 1, 860 
New rubber consumption outside the United States: are MAT wel ¥ Tt sy 
oS ER ES Re Py 1, 220 1,275 | 1,305 1, 355 1, 405 
Synthetic 110 135 175 200 225 
Tete cisiscscuas nikal’ 1, 330 1, 410 1, 480 1, 555 1, 630 
Remaining natural rubber available 585 525 ; 515 485 455 
United States new rubber consumption 1, 330 1, 340 1, 380 1, 420 1, 460 
Natural ae SOR 568 520 510 480 450 
Demand for synthetic. -_---- 762 820 870 940 1,010 








Actually, annual consumption may be expected to fluctuate, with “downs” as 
well as “ups,” according to past experience, instead of steadily increasing. 

All of these estimates assume normal economic operations, no unusual inter- 
ruptions, a world without a major war, and no serious trade depression or 
unusual boom. 

The table indicates a declining tonnage of natural rubber annually available for 
importation into the United States, and a need for considerably increased use 
(both in tons and in percentage of total new rubber) of synthetic rubber in each 
succeeding year. Since 1949, the lowest ratio of natural rubber to total new 
rubber consumption in any year in the United States was 36 percent in 1952, a 
year of Government restriction of consumption of natural rubber to facilitate 
maximum strategic stockpiling of the commodity. The outlook for 1958 and 1959 
would call for a ratio lower than 36 percent. Because of the high rate of United 
States consumption of natural latex, the outlook is for a sharper contraction in 
percentage usage of dry natural rubber than of total natural rubber, which will 
necessitate industry adjustments in compounding and rubber formulas. 

The present capacity for production of the synthetic-rubber facilities which 
may be expected to become privately owned, plus those neoprene and N-type 
facilities already in private hands, is well known to your Commission. You will 
be able to calculate a projected degree of adequacy of supplies of synthetic rubber 
based on these existing capacities. In doing so, it should be borne in mind that 
the United States consumption usually fluctuates considerably within a year on 
a seasonal basis, and from economic causes, and that natural-rubber production 
also fluctuates from seasonal as well as economic conditions, so that a theoreti- 
cally “balanced” position for a year would not necessarily mean a similarly 
balanced position for each half of the year. Future capacity for production of 
synthetic rubbers will undoubtedly be increased, perhaps by process changes, and 
by additions of equipment, expansions here and abroad, and removal of bottle- 
necks, so the existing capacity is not the sole consideration. It is not incon- 
ceivable that during this term of years there may be some exports of Iron Cur- 
tain-produced synthetic rubbers to Europe or other parts of the free world. 

Sincerely yours, 
E. G. HO tt, 
issistant Director for Rubber, 
Chemical and Rubber Division. 


Questions No. 5 and No. 6 


5. What is our present stockpile position with respect to natural rubber? 

6. The stockpile report to the Congress indicates that our objective has been 
reached and I presume, therefore, that our stockpile of natural rubber is ade- 
quate. Who has agreed to this finding in (a) Government, (b) industry? 

Answer. The Office of Defense Mobilization, by letter dated February 28, 1955, 
supplies the answers to questions Nos. 5and 6: 


“Dear Mr. PETTIBONE: This is in reply to your letter of February 17 request- 
ing information with regard to questions 5 and 6 of the attached letter dated Feb- 
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ruary 15 from Representative Carl Vinson, chairman of the House Committee on 
Armed Services.” 

“Reply to question 5: 

“The stockpile objective for natural rubber has been attained. 

“Reply to question 6: 

“(a) The last complete review of the stockpile objective for natural rubber 
was made in 1951 by the Munitions Board and approved by the Chairman of this 
Board in November 1951. The following governmental agencies concurred in the 
proposed objective: State, Interior, Reconstruction Finance Corporation (Syn- 
thetic Rubber Division), Agriculture, Tariff Commission, Navy, Army, Air Force, 
and the Munitions Board. The Department of Commerce (National Production 
Authority) and the Defense Production Administration were of the opinion that 
the proposed objective was 25 percent higher than could be justified and so in- 
formed the Chairman of the Munitions Board in writing; 

“(b) The rubber industry was consulted with regard to the policies and pro- 
cedures to be used in arriving at a revised stockpile objective for natural rub- 
ber at a meeting of the Munitions Board Rubber Industry Advisory Committee 
held in July 1950. The membership of this committee is attached. The Indus- 
try Committee members were not consulted with regard to the specific stock- 
pile figures since this information is classified. 

“We initiated another complete review of the stockpile objective for rubber 
in July 1954. Changes in military programs have delayed submission of mili- 
itary requirements, but we have been informed that this difficulty has been very 
recently resolved and that the military requirements will be available within 
the next few months. 

“In this study the Department of Commerce is estimating the emergency 
civilian requirements for rubber and has solicited industry advice in accordance 
with customary past practices. 

“Before promulgation of a new stockpile objective for rubber, in accordance 
with our usual procedures, the study will be reviewed by both ODM’s Interde- 
partmental Chemicals and Rubber Advisory Committee and the Materials Ad- 
visory Committee with the following departments and agencies participating : 
Defense, State, Commerce, Interior, Agriculture, Treasury, Labor and the Tariff 
Commission. 

“If any further information is desired, please do not hesitate to call upon us. 

“Sincerely yours, 
“ARTHUR S. FLEMMING, Director.” 
Question No. 7 


Assuming that the sales prices for the plants are based on a going-business 
basis, how were each of the plant sales prices established (i. e., amount to be 
produced, selling price, anticipated net profit, ete.) ? 

Answer.—The sales prices represent the composite judgment of the three 
Commissioners and staff members who dealt with this subject. Because the 
plants differ in such particulars as size, location, efficiency, and the extent of 
incorporation of new or specialized techniques of manufacture, it was not prac- 
ticable to use one formula for each situation. In some cases normal standards 
had to be adjusted in order that criteria of the act other than ‘‘full fair value” 
be met. 

Before and during the negotiating period studies by industrial engineers em- 
ployed by the Commission were made. At the request of the Commission, the 
prospective purchasers gave comprehensive information covering proposed plant 
operations and their opinions as to future earnings. The information given by 
these bidders was compared with data assembled independently by the industrial 
engineers. 

As the Commission stated in its report to the Congress, primary reliance was 
placed on potential earning power of the facilities in arriving at their sales 
prices. In adopting this method, the Commission followed the procedure gen- 
erally used in valuing going businesses. The earning power valuations were 
made for the Commission by the independent industrial engineers retained by it; 
their methods are presented below. 

The usual procedure is to examine the record of past operation, adjust each 
element of cost for any anticipated changes in conditions, calculate, on this basis, 
the probable average annual future earnings and finally capitalize these earn- 
ings at a rate considered appropriate for the risks of the particular type of 
business. 
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It should be noted that, in this instance, the differences between past and 
future conditions are more marked than often is the case. Under Government 
ownership the plants have been operated as an integrated unit. Butadiene and 
most of the styrene have been charged into the copolymer plants at cost of manu- 
facture. The selling price of GR-S and butyl has been arbitrarily fixed by the 
Government. Under private ownership most of the butadiene and copolymer 
plants will be operated as single units; in some cases, the butadiene plant will 
be operated in conjunction with the adjacent copolymer plant: all plants will be 
operated on a profit-making basis. Selling prices of butadiene and synthetic rub- 
ber will be fixed by free market conditions. Each copolymer plant will probably 
produce a greater diversity of products. 

In the calculations, ranges of prices and costs were assumed, and several 
valuations of each plant were made based on varying sets of assumptions. The 
following table shows analyses on a unit basis of typical butadiene and co- 
polymer plants and indicates the relative importance of each element of cost. 


Butadiene Copolymer 

Cents per Percent Cents per Percent 

pound | ofsales pound of sales 
Sales price ___- : 14.00 100.0 23 00 100.0 

Costs: Raw materials—butylene, 1444 cents per Ib., 

styrene, 17.0 cents per Ib 400 28.6 13. 82 60.0 
Conversion, exclusive of depreciation __ 3. 43 24.5 3. 93 17.1 
Depreciation, 10 percent 1. 59 11.4 91 4.0 
Administrative, selling and research; royalty . 86 6.1 1. 38 6.0 
Insurance and interest - . 44 3.1 20 9 
Total costs : 10 32 73.7 20 24 88.0 
Profit before Federal income tax______ 3. 68 26 3 2 76 12.0 
Federal income tax, 52 percent 1. 91 13 7 1. 44 6.3 
Net profit_.__- ; ‘ ; 1.77 12 6 1.32 5.7 


The following comments summarize the important assumptions made and 
the reasons therefor : 
GR-S and butyl selling prices: 
The assumed selling price of standard GR-S and butyl was 23 cents per 
pound f. o. b. producing plant, the current Government selling price. 
Raw materials: 
sutadiene and butyl plants: All prices f. o. b. producing plant. Yields were 
based on performance of recent past at each plant. Normal butlyenes and 
isobutylene in BB stream were priced at from 13 to 15 cents per gallon, based 
on the alternate use value of 115/145 aviation gasoline, the most valuable and 
largest other use for butylenes. This price range is less than most of the 
Government’s current purchase contracts and reflects the recent decline in 
the price for 115/145 avgas paid by the Government, the principal purchaser. 
Butane at Borger was priced at from 51% to 6 cents per gallon based on its 
use in liquefied petroleum gas. 
Copolymer plants: Butadiene was priced at from 14 to 15 cents per pound at 
which prices adequate profit would be attained by the butadiene plants. 
Styrene was priced at from 17 to 18 cents compared to the present quoted 
market of 18 cents. 
Styrene plant: Benzene was priced at 43 cents per gallon and propane at 4.3 
cents, which prices are about the present cost to the Government. 
Conversion costs were based on the performance of the recent past. 
Depreciation rates used were 7% and 10 percent of the purchase price which 
assumes a remaining life of assets purchased of from 1314 to 10 years. 
Administrative, selling, and research and development : 
Butadiene plants, 344 percent of sales. 
Copolymer plants, 44% and 6 percent of sales. 
Butyl plants, 6 and 8 percent of sales. 
Styrene plant, 5 and 8 percent of sales. 
Insurance: Government is self-insured. To allow for insurance other than 
minor insurance now carried by the Government, a cost of $0.75 per $100 of 
value was allowed, based on the advice of a leading insurance agency. 
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Interest: To allow for the 4 percent interest on the declining balance of 
the mortgage, 2 percent on the total purchase price was allowed. 

Federal income tax: Calculations were made on the basis of 52 and 47 
percent. 

Other factors affecting valuation : 

Rated capacity: The basis for establishing the rated capacity was the past 
record of production adjusted for any recent additions to the facilities. 

Rate of operations: 

Copolymer plants: It was assumed that average annual production of a period 
of years would be 80 percent of the rated capacity. At Los Angeles operation at 
67.4 percent of rated capacity was assumed because of the limitation in supply 
of butadiene from the adjacent plant when operated independently of the El 
Segundo plant. A lower rate of production is justified in view of the possibility 
that a large part of the present consumption in the area (that going to the Big 
Four fabricating plants) may be supplied from the plants in the gulf area owned 
by the Big Four. 

Butadiene plants, it was assumed, would operate at 80 percent of capacity 
except at Lake Charles, Baton Rouge, and Torrance where 100 percent operation 
would be required to supply the adjacent copolymer plants when producing at 
the assumed rate. 

Styrene plant, it was assumed, would operate at 70 percent of capacity. In 
using this figure consideration was given to the low rate of operation at the 
Los Angeles GR-S plant and the present overcapacity of all styrene plants. 

Butyl plants, it was first assumed, would operate at 85 percent of capacity in 
view of the large assured outlet for inner tubes. After the changeover to tubeless 
tires, which require less butyl, the figure was reduced to 80 percent. 


WORKING CAPITAL 


Butadiene plants: Working capital requirements were assumed at 12 percent 
of sales. 

GR-S plants: 12 and 18 percent of sales. In the case of the Borger plant, 
a calculation was made on the basis of 24 percent of sales because of the fact 
that the operator of this plant will have no captive market, and warehousing 
of many types of GR-S near fabricating areas will be required. 

Buty! plants : 12 and 18 percent of sales. 

Styrene plant: 12, 18, and 24 percent of sales. 


RATE OF RETURN 


Studies by SEC, FTC, and private banks show a wide variation in average net 
profit over a period of recent years as a percent of total invested capital. 
Variation is found between different types of industries and between companies 
of one industry. Based on these studies, calculations were made on the basis 
of capitalizing estimated average future earnings at 12% and 10 percent. 

In addition to estimated earning power, the Commission considered such other 
factors as the proposals received, replacement costs, depreciated values, justi- 
fiable deductions for excess wartime building costs, possible obsolescence, other 
miscellaneous pertinent items, and, finally, the important element of how much 
the buyer was willing to pay. 

The early acceptance of the Commission’s views as to values by several of 
the buyers was useful in negotiating other initial bids upward. Finally, the 
differences between the buyer and seller were reconciled in the course of long 
negotiations by the element of give and take. 

The sale of the alcohol butadiene plant to Koppers Co., Inc., presented a 
singular problem, as fully disclosed in the Commission’s report, and the fore- 
going discussion is accordingly not applicable to that particular case. 


Question No. 8 


What agreements or public announcements have been made by probable pur- 
chasers with respect to the sale of inventories on hand at the transfer date, 
including availability to small business and price? 

Answer.—The Commission has been furnished statements as follows by the 
prospective purchasers regarding their plans for sales of inventory on hand at 
the transfer date. Direct quotations are from letters or telegrams to the Com- 
mission unless otherwise indicated. 

1. American Synthetic Rubber Corp.: “Specifically with regard to the inven- 
tories which will be on hand at takeover date, it is our intention to sell these 
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inventories at the same prices at which they are billed to us by the Government, 
with the freight cost of shipping such inventories from their existing locations 
to the customers’ plants to be borne by the customer. 

“It is estimated that our share of these inventories will amount to approxi- 
mately 2,700: tons, and it is estimated that we should have approximately 2,000 
tons available for sale to users outside of our own group of stockholders.” 

2. Copolymer Corp. : The Commission was advised by telephone that the amount 
of inventory to be purchased by this company is so small in comparison with the 
constituents’ needs that the constituents will consume it. The following is 
quoted from a subsequent letter: 

“While the Copolymer Corp., consisting of seven constituents, all of whom are 
comparatively large users of synthetic rubber, did not and does not know now 
just what the inventory will be, nevertheless the constituents have agreed to 
take whatever portion was allocated to Copolymer and at the prevailing Govern- 
ment price in order to have a smooth transition to private industry. By Gov- 
ernment price is meant the present Government consumer selling price.” 

3. Goodrich-Gulf Chemicals, Inc.: “As Goodrich-Gulf has stated before, we will 
have a substantial volume of rubber to offer for sale on the open market. It is 
our intention to make this rubber available to both large and small consumers.” 

The following is from a letter sent to approximately 300 rubber consumers: 

“This is to advise you the inventory will be purchased at the official FFC quoted 
price for each type of GR-S acquired, and will be offered for resale by Goodrich- 
Gulf Chemicals, Inc., at the acquired price.” 

4. Phillips Chemical Co.: “Phillips Chemical Co. has long been offering syn- 
thetic rubber to the small rubber companies on the basis of contract form at- 
tached.” (Basically the same contract as that attached to Phillips proposal ex- 
cept that the third and fourth sentences of section 3 have been deleted, thus 
denying to Phillips any right of escalation of rubber price on the basis of the 
increase in its negotiated purchase price for the plant above its original proposed 
amount.) 

“The average transportation cost to us will be about 1.5 cents per pound, 
bringing our f. o. b. plant realization to 23.5 cents per pound plus the labor escala- 
tion which, if unchanged from the January 1955 preliminary index, would result 
in a delivered cost to the customer of 25.1 cents per pound and an average f. o. b. 
Borger price of 23.6 cents per pound. 

“It is our intention to sell the inventory acquired from Federal Facilities 
Corporation at the same price as newly produced rubber.” (As described 
above.) 

“Tt should be noted that upon learning of the Bureau of Labor Statistics 
average hourly earnings index in SIC group 29 for February 1955, the Phillips 
delivered price to its contract customers will be fixed for the 12 months follow- 
ing the date of start of private operation. We have felt that the naming of a 
firm price for synthetic rubber which would prevail for the first 12 months of 
private operation would be a stabilizing influence, would permit our customers to 
compute their raw material costs on a known basis, and would be advantageous 
to all of the rubber processors buying from Phillips as well as to the end users 
of their products. Thus, Phillips’ fixed price under a 12 months contract 
should not be initially compared with a spot price or a price subject to a quar- 
terly change quoted by others. The weighted average prices paid by the rubber 
users for the first year will, of course, be more revealing when they are known. 

“It will be noted that should Phillips make any general reduction in synthetic 
rubber prices, all of the contract buyers will receive the benefits. If the prices 
were increased after the end of the first year, the customers may terminate. 
The customers may also terminate upon receiving lower bona fide prices after 
the first year, if Phillips does not meet them.” 

5. Goodyear Synthetic Rubber Corp.: “Goodyear expects to make available to 
small users and others at least the same proportion of inventories purchased as 
of the transfer date as the capacity of the plants purchased by Goodyear repre- 
sents to the total capacity sold, and at competitive prices. It is anticipated 
that prices will be about the same as heretofore existing under Government opera- 
tion plus actual freight.” 

6. Shell Chemical Corp.: The following is quoted from a letter sent by Shell 
to several hundred potential customers in the Western States: “We thought you 
would be interested to know that in bidding on the Los Angeles facilities, we 
have visualized ourselves as future marketers of GR-S products primarily in 
the plant’s natural trade area, i. e., the Western States. We are happy to advise 
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you that your needs for our products will be our primary concern and that it will 
be only after making every reasonable effort and provision to secure your busi- 
ness in the Western area that we plan to offer our GR-S products for sale 
elsewhere. 

“Serving the Western GR-S market means serving a large number of accounts 
varying widely in size and type of GR-S requirements. We plan to do every- 
thing in our power to meet these varying needs on terms and conditions of sale 
whicli are fair to all, big and small, and in keeping with the best industry prac- 
tices. We know that, among other things, you will be interested in prices, and 
we are pleased to notify you now that on acquisition of the GR-S plant, we plan 
to offer the available copolymers at the f. o. b. plant prices in effect for Govern- 
ment sales, plus only actual freight to your point of consumption, equalized if 
advantageous to you with a closer manufacturing plant.” 

7. Enjay Co., Inc.: “On February 2, 1955, we addressed a letter to over 1,000 
different rubber fabricators, representing both small and large businesses, ad- 
vising them of our plans for marketing butyl rubber. Among other things, we 
advised that it is our intention at this time to sell present grades of butyl rubber 
on the basis of 23 cents per pound, f. o. b. the plants in carload lots. 

“You can see from the above that we are making this offer without discrim- 
ination to small and to large rubber consumers. 

“You will also remember that at the time the proposals for the purchase of 
the Baton Rouge, La., and Baytown, Tex., butyl plants were filed by Esso Stand- 
ard Oil Co. and Humble Oil & Refining Co., respectively, each proposal included 
a letter from Enjay Co., Inc., in which Enjay agreed to offer to small-business 
concerns, on the same terms and conditions as to large-business enterprises, at 
least the same proportion of the butyl so acquired by it as RFC sold to small- 
business enterprises during the years 1953 and 1954. In addition, and as pointed 
out in the above, we are offering butyl rubber at exactly the same price as the 
Government is now selling the material.” 

8. Humble Oil & Refining Co.: ‘‘The present market price of butyl rubber, as 
established by Federal Facilities Corporation, is 23 cents per pound. Public 
announcement has already been made that if Humble is the purchaser of the 
Baytown butyl plant, sales of butyl to the trade would be made initially at a 
price of 25 cents per pound. 

“When submitting its bid on the Baytown butyl plant, Humble outlined in 
detail its position concerning sales of butyl to small business concerns. It 
would plan to adhere to this same position in disposal of the butyl inventory.” 

9. Texas-U. S. Chemical Co.: The Cotamission was advised by telephone, with 
confirming letter to follow, that Texas-U. 8. plans to offer the inventory it 
purchases from FTC in the same proportions as its contract commitment, 20 per- 
cent to small businesses and other users. The offer will be made at the price 
for which the GR-S is purchased from the Government plus transportation and 
any handling costs the seller might incur. Texas-U. S. has no intention of 
realizing a profit on this GR-S. 

10. United States Rubber Co.: The Commission was advised by telephone, 
with confirming letter to follow, that U. S. will sell its inventory of GR-S ac- 
cording to the same percentage pattern set out in its contract. The contract 
allots 50 percent to 60 percent for small businesses and other users. This GR-S 
will be sold at cost plus freight and handling; no profit will be realized. 

11. The Firestone Tire & Rubber Co.: The Commission was advised by tele- 
phone, with confirming letter to follow, that Firestone will make available to 
small businesses 20 percent of the inventory it purchases this is the same per- 
centage its contract commits it to make available out of private production. 
The inventory GR-S will be sold at the price at which Firestone purchases it 
from FTC. This is a basic price of 23 cents per pound f. o. b. plant site for 
rubber at the plants. Rubber in public warehouses will be priced basically at 
23 cents per pound plus freight, which will not exceed in total 1.1 cents per 
pound. 


Question No. 9: 


What is the nature of the public announcement by the Standard Oil Co. (New 
Jersey) that it will license any company to manufacture butyl rubber, includ- 
ing amount of fee to be paid per pound produced? 

Answer.—The RFC report of March 1, 1953, regarding disposal to private 
industry of the Government-owned rubber producing facilities stated that 
Standard Oil Co. of New Jersey, which controlled the basic butyl patents, had 
represented publicly that it would fully license butyl production on a reasonable 
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royalty basis and would make available to any licensee its technical knowhow 
in the field of plant design and butyl production (p. 27). Subsequent testimony 
to like effect was given by Standard’s representative in the congressional hear- 
ings on disposal legislation in 1953. A reiteration of Standard’s position was 
contained in a letter to RFC of November 19, 19538, which was made available to 
the Commission at that time, and the Esso Standard Oil Co. proposal of May 26, 
1954, for the purchase of the Baton Rouge butyl rubber plant sets out the basis 
whereunder butyl licenses are available from Standard, including the royalties 
payable. 

“(a) Butyl rubber: Standard Oil Development Co. and Jasco, Inc., hold 
patent coverage on substantially all features of the butyl rubber plants. In ad- 
dition Standard Oil Development Co. is the owner of confidential technical in- 
formation presently used in the plants under license, due to the fact that the 
butyl rubber process was invented and developed in the laboratories of Stand- 
ard Oil Development Co., and that Standard Oil Development Co. made the 
process designs from which the two plants were engineered and constructed. 

“The butyl rubber patents of these two companies covering inventions made 
up to June 6, 1950, are available to a purchaser of a Government plant on the 
terms set out in the agreement between Standard Oil Development Co., Jasco, 
Inc., and Rubber Reserve Co., dated May 15, 1942, which provides for a patent 
royalty of 3 percent of the sale price of the rubber and an additional limited 
charge for any technical information which the purchaser wants to obtain and 
could use in operating under the licensed patents. 

“Standard Oil Development Co., having continued its research to improve 
butyl rubber as a product, the design of plants for its production, and the appli- 
cation of butyl rubber to various uses including tire carcasses, has acquired or 
applied for numerous patents based on inventions made since June 6, 1950, which 
would not be included in the license heretofore referred to. They are, neverthe- 
less, available under license from Standard Oil Development Co. 

“Standard Oil Development Co.'s royalty rate for all its butyl rubber patents 
(about 150 patents) and commercially useful technical information is, on a 
running royalty basis, 1 cent per pound of butyl rubber with escalator, and on 
a paid-up basis, $120 per long ton of annual capacity. Part of the running 
royalties paid can be used as a credit in acquiring a paid-up license. Standard 
Oil Development Co. has issued such licenses to Petroleum Chemicals, Inc., and 
Goodrich-Gulf Chemicals, Inc., and has offered them to the numerous other com- 
panies that have inquired about butyl rubber licenses. 

“The royalty rate of Jasco, Inc., for licenses under all its butyl rubber patents 
(about 60 patents) is 114 percent of the sale price of the butyl rubber. Jasco has 
issued such a license to The B. F. Goodrich Co. and has offered them to the 
numerous other companies that have inquired about butyl rubber licenses.” 


Question No. 10 


On the basis of the sales price for the butadiene plants and the market price 
for styrene, what is the Commission’s opinion as to the contemplated f. o. b. price 
per pound for GR-S— 

(a) For the first year after the sale? 
(b) For the next 5 years? 

Answer.—The Commission believes that the selling price for standard GR-S 
f. o. b. producing plant for the first year after the sale will remain at approxi- 
mately 23 cents per pound. 

The price for the succeeding 5 years will depend upon a number of factors in- 
cluding general economic conditions and competition from natural rubber. The 
Commission is therefore in no position to offer an opinion as to probable future 
prices for such 5-year term. 

The Louisville, Akron, and Naugatuck plants probably will sell their products 
at somewhat higher levels because of freight facts and because of the latex 
and special rubbers which these plants may be expected to produce. The 
average selling price at the Los Angeles plant may vary depending on the pro- 
portions of its production which are absorbed on the Pacific coast and Mountain 
States and in other parts of the United States. 

Questions Nos. 11 and 12 

11. How much depreciation cost has actually been covered inte the Treasury 
since the inception of the rubber program? 

12. How much interest is charged to the program by the Treasury on money 
loaned or advanced to the program, and how much of this amount has been 
covered into the Treasury? 
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Answers.—Because both of these questions speak in the past tense of actual 
recovery, not projections, the latest available date, December 31, 1954, is used in 
the following answer. It should be remembered that the Commission’s report to 
the Congress presents figures which are estimates, as of the projected transfer 
date of April 30, 1955. From inception of the synthetic rubber program through 
December 31, 1954, $518,001,000 depreciation expense and $46,784,000 interest 
expense had been charged to cost of operations. And giving effect to the above 
charges aggregating $564,785,000 the net cumulative deficit from program opera- 
tions at December 31, 1954, amounted to $172,117,000. 

The above charges for depreciation and interest expense are merely two 
items of expense out of many other charges, such as cost of materials, labor, 
etc., included in the computation of the accumulated net deficit. It may be seen 
from the foregoing that the Government corporations handling the rubber 
program have recovered at least $392,668,000 of the total charges for interest and 
depreciation ($564,785,000 minus $172,117,000 equals $392,668,000). Any com- 
putation of the recovery of these two charges in excess of $392,668,000 would 
involve a determination of the portion of the accumulated net deficit of $172,- 
117,000 which consists of such charges. The accounts maintained by the FFC, 
which are based on accepted corporate accounting procedures, do not lend them- 
selves to such a segregation. 


Question No. 18 


How much longer would the Government have to operate the rubber plants, 
assuming a net profit of $36 million annually, to completely recover all of the 
costs expended in the rubber program? 

Answer.—The following is supplied by Federal Facilities Corporation : 

“Assuming the Government’s investment in the program to be $272,718,800 
(net book value of plant facilities plus accumulated deficit) and an annual profit 
of $36 million per annum, we estimate that operation of the plants for a period 
of 5 years and 6 months will result in recovery of the entire investment including 
the cost of the facilities remaining at the end of operation, computed as follows: 











pg RS a Re Ae See ee a es OE $272, 718, 800 
Add capital expenditures, based on estimated average of $7,300,- 
000 per annum for} yours 6 waits... ..................-.- 40, 000, 000 
Investment to be recovered by Oct. 31, 1960__._________-___ 312, 718, 000 
cee Re te i en A A EEE 2 chy AP aS ND 36, 000, 000 
Add estimated annual average depreciation expense___-_-~_ nee 20, 800, 000 





Estimated annual average cash return_____-__-_--___-___-__ 56, 800, 000 


“$312,718,000 divided by $56,800,000 equals 5 years and 6 months, the period 
necessary to recover investment in the plants based on the aforementioned 
assumptions. 

“The foregoing computation does not recognize any recovery which may be 
realized from the disposition of the plants and other assets remaining after 
the end of the 5-year-and-6-month period. 

“It appears to this office that question No. 13 was predicated on the assumption 
that the investment represents either expense or an expended appropriation 
which did not result in any asset and does not give consideration to the liqui- 
dating value of the operating assets which must be given consideration in normal 
corporation accounting. Moreover, present indications are that the net annuak 
profit will be substantially in excess of $36 million and so will reduce the pay-out 
period.” 


Question No. 14 


Under what specific conditions can the Government take possession of the 
plants upon default by the purchaser? 

Answer.—The Government would take possession of the plants upon default by 
purchasers under 2 different sets of circumstances, for 2 different purposes. 
The first is general to all sales, and pertains to a default in a purchaser’s obli- 
gations under the national-security clause in his contract, which binds the 
purchaser for 10 years after-the transfer to maintain the facility at all times 
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in a condition currently to produce its product at not less than its assigned 
annual capacity or so that it can be placed in a condition so to produce within 
180 days after notice from the Government. The Government has the right to 
inspect the facility at any time and, in the event of default in the required 
maintenance, has the unconditional right to possession and use for the purposes 
of restoring the facility. Any such restoration is to be at the purchaser's sole 
expense. 

The national security clause, drafted in conformity with section 7 (h) of the 
Disposal Act, contains no recapture provisions, since the language of section 
7 (h) and the legislative history of the statute clearly negative necessity for 
inclusion of any such clause in the contract of sale. (It will be noted that 
the Disposal Act, in section 9 (f), requires, in leases on the alcohol butadiene 
plants, a recapture clause as well as a national security clause.) In the event 
of national emergency, existing statutory controls over production can reason- 
ably be expected to be supplemented as they have been in the past (such as 
along the lines of the War Powers Acts of World War II), and the Government 
would proceed thereunder to take any necessary action to insure that the 
essential production would be forthcoming. 

The second type of situation wherein the Government could repossess the 
property occurs in connection with sales where purchase money mortgages are 
being taken back. The mortgages include the conventional events of default 
customarily found in like instruments, and upon failure of the mortgagor to cure 
any such default within the period specified in the mortgage, the Government 
is entitled to immediate possession where local law permits, or to obtain the 
property through foreclosure or by exercise of power of Sale. 


Question No. 15 


If our sources of natural rubber in Indochina and Malaya were entirely elim- 
inated, would the Commission still recommend the sale of the facilities, bearing 
in mind that section 2 of the Disposal Act does not contemplate such a situation? 

Answer.—In formulating its disposal program, the Commission had before it 
the policy declaration of the Congress in section 2 of the Disposal Act that sale 
of the Government-owned rubber producing facilities pursuant thereto was con- 
sistent with the national security and would further affectuate the policy set 
forth in section 2 of the Rubber Act of 1948, as amended, with respect to the 
development within the United States of a free competitive synthetic rubber 
industry. ‘T’he Commission is convinced, as its report to the Congress of Janu- 
ary 24, 1955, discusses fully, that the requirements of the Disposal Act are 
adequately protected by the national-security clause included in each contract 
of sale. The Commission is further convinced that the purchasers in their 
operation of the facilities under private ownership will assure their availability 
to meet wartime needs and will have the incentive to construct additional 
capacity if that appears indicated. Thus the Commission would favor transfer 
of the plants as scheduled, but in so stating appreciates fully that the question 
of possible total elimination of overseas supplies of natural rubber poses prob- 
lems of an overall security nature which fall within the purview of those agencies 
of the Government responsible for the formulation of recommendations on na- 
tional policy under such circumstances for consideration of the President and 
the Congress. The Commission itself is in no position to furnish other than 
an expression of its opinion, and that only in the light of the limited informa- 
tion available to it. 

Question No. 16 

How much interest may the Government expect to receive over a 10-year period 
from the purchase money mortgages for the facilities ? 

Answer.—All of the purchase money mortgages permit prepayment by the 
mortgagor without penalty. Assuming no such prepayments, the table below 
presents a close approximation of the interest the Government will receive over 
the 10-year period. The amounts are somewhat understated because the notes 
and mortgages will cover, and interest will be payable as well on the cost of, net 
capital additions as of the transfer date. Shell Chemical Corp. is not included in 
the following table because, since the submission of the Commission’s report, 
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Shell has elected to pay all cash for the plants it has contracted to purchase 
(which privilege is available to all buyers who originally requested mortgages) : 





Approximate 
Purchaser | Plant or plants | imterest over 
} 10-year period 






American Synthetic Rubber Corp___..| GR-S, Louisville-_-- ‘ : - $499, 122 
Copolymer Corp. .......-| GR-S, Baton Rouge; butadiene, Baton Rouge 2, 010, 000 
Firestone Tire & Rubber Co - GR-S, Akron; GR-S, Lake Charles 2, 203, 500 
Food Machinery & Chemical Corp____| Buts adie ne, Housten 3, 992, 505 
Goodrich-Gulf Chemicals, Inc- _..| GR-S, Port Neches; 44 butadiene, Port Neches. 6, 517, 500 
Great Southern Chemical Corp---- Miscellaneous facilities, C orpus Christi_--..--- 49, 793 
Goodrich Synthetic Rubber Corp--- GR-S, Akron; GR-S, Houston-_-- Se 2, 304, 060 
Texas-United States Chemical Co GR-S, Port Neches; 1% butadiene, Port Neches_ - 6, 270, 000 
United States Rubber Co-_. GR-S, Naugatuck - , RAN eEPES 457, 600 

.) | Seo See ee = oe os 24, 394, O80 


The Cuairman. All told, I am of the firm conviction that these 
plants should be sold to private industry in accordance with the 
philosophy announced in the Rubber Act of 1948 and the Disposal 
Act of 1958. 

Now, that is my statement, members of the committee. 

Now, I think at this point—— 

Mr. Suorr. Mr. Chairman. 

The CHarrMan. Mr. Short. 

Mr. Suorr. Not only has the Commission done a marvelous job, 
but I think our able and distinguished chairman is to be congratulated. 
1 am sure he has the appreciation and gratitude of all members of this 
committee for the masterful presentation that he has made. 

Just two other names, I think, for the record should be added, in 
this whole program, and that is big Bill Jeffers and our late and 
lamented colleague and friend, Paul Shafer. 

The Ciatrman. Thank you. 

Now, members of the committee, as I stated at the outset, is to con- 
sider the report and consider a bill. Now, our colleague from Texas, 
Mr. Thomas, and Mr. Brooks are very much concerned in regard to 
Baytown. 

Now I think I can expedite the issue, as I have studied this matter, 
again to the best of my ability, if I make a little brief statement in 
regard to this Baytown. 

Now, you bear in mind Baytown is where the colymer plant is that 
the Commission did not sell because the Commission, in its judgment, 
did not get what it considered was a proper amount for it. 

Now I want to call this to the attention of the committee. This 
plant is operating now. The other copolymer plant is in standby 
condition. 

This plant is located down somewhere in Texas. I don’t know 
where, but nevertheless it is down in Texas, at a place called Baytown. 
| Laughter. | 

And it is producing 44,000 tons of rubber. 

Now to put it in a standby condition will cost $275,000. To main- 
tain it in a standby condition will cost annually $200,000. 

Now, Mr. Thomas, looking at his constituents’ welfare and wanting 
to see this plant operate, because it contributes 44.000 tons of rubber a 
year and which will be of aid to small business, introduced a bill. 
Here is what—supposing you go ahead. 
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I will say this, members of the committee, | think the bill should 
be changed. 

He proposes that the disposal group be changed. He proposes that 
Se rubber corporation that now manages it should be the sales agent. 

{ don’t find myself in agreement with him on that. I think if the 
committee and the C ongress decides to pass the bill, it should be by 
the same group that disposed of the other facilities. And I talked to 
Mr. Thomas about it and he is in agreement with me. 

Now what have you to say, Mr. Thomas? 

Mr. Tuomas. Mr. Chairman, thank you very much. I won't take 
your and your distinguished committee's time to exceed 3 minutes. 

But I can’t resist the opportunity of commending the chairman on 
that very, very able statement. And may I say to the committee that 
whatever you do with this program, the House is going to back you 
up, because it is to this committee that goes the very great amount of 
credit that is due for this fine workable program that you have nur 
tured and mothered and guided for the last 10 years. 

Mr. Chairman, here is a little bill. I might say I don’t want to 
confuse this little bill with anything that may or may not relate with 
your final big overall question. Whatever you do, this little bill has 
nothing to do with your overall problem. 

Change the bill any way you want to. All we want to do is to be 
put in the same barrel with everybody else. You know what the facts 
and the figures are, its production, its standby cost, which would be an 
economic waste, and over a 10-year period you would just have to wipe 
the whole thing out because it would be worth nothing. 

We are not seeking special favors. Why the operator of this plant 
didn’t bid what it is worth, I don’t know. 

[ am advised by some of our local people that we have some 3 or 4 
people who are ready and willing to pay what it is worth. 

So we do hope that vou give these people an opportunity to come in 
and bid. 

Now, some of these local people here—and they will so testify; if 
the chairman and the committee would like to hear them, they are 
available. If you do not, we will rest our case with you. 

The CHamman, I will say this, Mr. Thomas. I think the proper 
cause for the committee to pursue is to have the bill amended. I am 
very anxious to see that this plant is continued in operation. As ] 
stated, it produc es 44,000 tons. It cost $270,000 to get it in standby. 
It will cost $200,000 annual. We need this 44,000 tons. 

Mr. THomas. Of course, we do. 

The CHatrman. When we get through with this rubber disposal 
committee report, I am going to ask the committee to act favorably 
on it. 

Mr. Tuomas. That is fine. Thank you very much. | Laughter. | 

I learned a long time ago—don’t talk yourself out of your case. 

Mr. Bray. A smart lawyer. 

Mr. Gavin. Mr. Chairman. 

The CHatrMan. Yes, sir. 

Mr. Gavin. I heartily concur, Mr. Chairman, in everything that 
yousay. And in my district I have the Rex-Hide Rubber Co. at East 
Brady, Pa. It is a small town. And several hundreds of people are 
dependent upon that industry for their very existence. And they are 
dependent upon this Baytown plant, that it be kept in operation. 
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Now, I want to read in the record 

The Cuarmman. If you will just bear with me, we will get the Bay- 
town bill on the calendar. 

Mr. Gavin. I want to read into the record what they say so the 

committee can recognize the importance of keeping this plant in oper- 
ation and expediting this matter. 
However, one plant at Baytown, Tex., was not sold because no buyer could be 
found at that time. Baytown has been making a different type of material than 
has been made at the other plants. That is what is known as oil extended 
black master batch. Our entire production equipment is set up on the basis of 
using that material. Of all the plants sold, the one at Borger, Tex., is the only 
one that has the equipment to make this type of material, but they tell us that 
they have already contracted for their entire production. 

So it is very important to us that the Baytown plant either be sold or kept 
in service and there are some other companies in the country who are in the 
Same position as we are with reference to Baytown. We understand a bill has 
been introduced in the Congress to reopen the sale of the Baytown plant and that 
a buyer has been found if this bill is passed. Certainly, it is to the advantage of 
the Government and tremendous advantage to us if the plant would be sold. 

And, therefore, I want to call to the attention that not alone this 
little company, but many other companies similarly situated are de- 
pendent upon early action to expedite the sale of this plant and con- 
tinue its operation so these various plants scattered around the country 
can continue. 

The Cuatrman. Thank you very much, Mr. Gavin. 

Now, is Mr. Brooks of Texas in the committee room ? 

Mr. Brooks. Yes, sir, Mr. Chairman. 

The CuHarrman. Come around, Mr. Brooks. 

Mr. Brooks. Yes, sir. 

I do want to take but one minute for thanking you for the oppor- 
tunity to appear and to concur in Mr. Thomas’ statement and to add my 
thanks to his for the very able job you and your committee have done 
on the rubber disposal program and that fine dissertation on the rubber 
facilities that you rendered earlier at this meeting. 

The Cyaan. We are going to do our level best to keep this plant 
operating if it can be done. 

Mr. Brooxs. Thank you very much. 

The Cuatrman. Now, members of the committee, we have this morn- 
ing our distinguished colleague, chairman of the Judiciary Committee, 
Mr. Emanuel Celler, and we will be pleased to have him make any 
observation in regard to the Commission’s report on the disposal. 

Now, Mr. Celler, it will be a pleasure to hear you. 

Mr. Cre.ter. Mr. Chairman and members of the committee, there 
are some antitrust and small-business facets in the rubber-producing 
facilities disposal program which I would like to comment upon. 

The Cuarrman. Let there be order in the committee. 

Now go ahead, Mr. Celler. It will be a pleasure to hear you. 

Mr. Creuier. There are some antitrust and small-business facets in 
the rubber-producing facilities disposal program which I should like 
to comment upon. 

When we passed Public Law 205 in the 83d Congress, the develop- 
ment of a free competitive synthetic-rubber industry was stressed by 
section 3 (c) which reads as follows: 

(c) From the time of its appointment and throughout the course of the per- 
formance of its duties, the Commission shall consult and advise with the Attorney 
General in order (1) to secure guidance as to the type of disposal program which 
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would best foster the development of a free competitive synthetic rubber industry, 
and (2) to supply the Attorney General with such information as he may deem 
requisite to enable him to provide the advice contemplated by this section and 
sections 9 (a) (4) and 9 (f) of this Act. 


Section 17 of the act reads as follows: 


Sec. 17. The following criteria, together with such other criteria as the Com- 
mission deems necessary or desirable to best effectuate the purposes of this 
Act, shall be used by the Commission in arriving at its recommendations for 
disposal : 

* * * * * * * 

(3) That the recommended sales shall provide for the development within 
the United States of a free, competitive, synthetic rubber industry, and do not 
permit any person to possess unreasonable control over the manufacture 
of synthetic rubber or its component materials ; 

Most of these plants are scheduled for transfer to companies and 
entities which, to say the least, have a very bad antitrust record. That 
augurs little if any expectation for free and open competition in the 
synthetic-rubber industry. The prospective plant soucinaurs include 
rubber and oil companies whose records raise serious doubt that their 
operations will make for a competitive synthetic-rubber industry. 

Each of the Big Four rubber companies, Goodyear, Goodrich, Fire- 
stone, United States Rubber, among the successful bidders, has lost 4 
to 6 antitrust suits in this country and Canada since World War IT. 
Several of the other rubber companies and chemical companies par- 
ticipating in the proposed esi also have been branded as of- 
fenders in one or more antitrust suits in recent years. 

Significantly all but one of the oil companies involved in the 
purchase are even currently defendants in a Federal antitrust suit 
or a State of Texas antitrust suit or both, and several of the oil com- 
panies in addition have lost 1 or 2 other such suits in the past 20 years. 

In effect, the present disposal program would transfer almost the 
entire synthetic rubber industry to corporations which in the past 
have taken active steps to limit competition, to fix prices, to establish 
quotas—all to the detriment of a free enterprise system and to the 
detriment of small business and with a consumer-be-damned attitude. 

One cannot easily swallow the Attorney General’s opinion in ap- 
proval of the disposal program that these companies will best foster 
the development of a free competitive synthetic-rubber industry. 

Let me point out specifically some of the cases brought by our 
Government against these companies which indicate that they have 
actively combined and conspired to restrict competition and to fix 
prices in rubber products and petroleum products and chemicals, 
and in such minor items as storage batteries, brake lining, and peach- 
pitting machinery. One of the parent companies of the lesser 
participants stands accused in a pending suit monopolizing air 
transportation. 

Here are some of the cases: 

1. In United States v. Rubber Manufacturers Association et al., the 
Big Four, Firestone, Goodrich, Goodyear, and United States Rubber 
Co., plus Dayton, Seiberling, and others, were charged with combina- 
tion and conspiracy in restraint of trade in tires and tubes, from 1935 
to 1947. They pleaded nolo contendere, and were fined $5,000 each. 

2. In United States v. The Metropolitan Leather & Findings As- 
sociation, Inc., in 1948, Goodyear and others were charged with price 
fixing in rubber heels and soles, and were fined. 
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3. In United States vy. United States Rubber Co, et al., United 
States Rubber and Dunlop Rubber Co., Ltd., were charged in 1948 with 
illegal cartel arrangements in latex; they took a consent decree in 
1954. 

4. In United States v. Sears, Roebuck & Company et a, filed in 
1952, Sears and Goodrich were held to be in violation of the C layton 
Act by having a common director; he later resigned from the board 
of Sears. 

5. In 2 1950 cases, 1 civil, 1 criminal, both known as United States v. 
Association of American Battery Manufacturers, Sears, Firestone, 
Goodrich, Goodyear, and others, were charged with price fixing and 
exercise of monopoly power to exclude competitors, among other 
sore They pleaded nolo contendere to one count in the criminal 
case, and took a consent decree in the civil case. 

6. In United States v. National City Lines, Inc., et al., also two 
cases filed in 1947, Firestone, Phillips, Standard Oil of California, and 
others, were charged with conspiracy, restraint, and monopolization 
of trade in the sale of buses, petroleum products, and tires and tubes. 
The charges went back to 1937. In the criminal case, the jury found 
them guilty on one count in 1949. The civil suit, involving injunctions 
against future violators, was still unsettled in 1954. Regulation of 
trade by lawsuit is sometimes a slow business, as you gentlemen know. 

Three Canadian antitrust cases are very enlightening. These 
are: 
Regina v. Goodyear Tire & Rubber Co. of Canada, Ltd. et al. 
(mechanical goods) ; 
Regina v. Firestone Tire & Rubber Co. of Canada, Ltd. et al. 
(tires) ; and 
Regina v. Dominion Rubber Co., Ltd. et al. (rubber footwear). 
In the first case, Goodyear, Goodrich, Dominion (the Canadian sub- 
sidiary of United States Rubber), Dunlop, and one other, pleaded 
guilty to conspiring to prevent or lessen competition from 1936 to 
1952, and were fined $10,000 each. In the tire case, Firestone, Good- 
rich, Goodyear, Dominion, Dunlop, and others, pleaded guilty to 
charges covering the period 1937-52. They were fined $10,000, the 
then maximum fine, which the judge noted was wholly inadequate. 
The prosecutor estimated the companies had “illegally extracted” 
$1,300,000 a year for the 15 years they admitted operating the tire com- 
bine. 

The companies are reported to have replied that they were forced 
to band together for mutual protection during the depression. Band- 
ing together for mutual protection could be much more profitable in 
the United States, particularly if they own the GR-S plants which 
they now seek. 

Dominion and Goodrich, and others, pleaded guilty in the footwear 
case, and were fined $10,000. The charges inc luded identical ‘Sebthact 
specifications and identical prices. 

Canada has now removed the top limit on antitrust fines, permitting 
the court to assess such fines as the cases warrant. This should be a 
much greater deterrent than our $5,000 maximum fine. 

In the Regina v. Firestone case, the Canadian High Court said as 
follows, and mark this well, gentlemen : 

setween the Ist day of January 1937, and the 31st day of October 1952, within 
the jurisdiction of this Honorable Court, they [the defendants] did unlawfully 
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conspire, combine, agree or arrange together and with one another to unduly 
prevent or lessen competition in the produetion, manufacture, purchase, barter, 
sale, transportation or supply in * * * the province of Ontario, * * * and 
elsewhere in Canada * * * of * * * rubber tires [casings] and rubber tubes 
for passenger vehicles, trucks and buses, agricultural and road implements and 
tractors and related products including tire and tube accessories, automotive ac- 
cessories and tire repair and retread materials, and did thereby commit an 
indictable offence contrary to the provisions of the Criminal Code, section 498, 
subsection 1 (d). 

Each of the accused corporations entered a plea of guilty and thereupon evi- 
dence was presented by the Crown to establish in a general way the nature and 
extent of the operations of these companies which resulted in this prosecution. 

In the view I entertain the maximum penalty of $10,000 provided by the 
code is wholly inadequate to meet the ends of justice, even as a punishment to 
the least of these offenders. This law has been in force for over 50 years and its 
provisions are, or should be, well known to the businessmen of this country. 
Their actions were cold-blooded, calculated, and deliberate violations of the law 
of the land and call for as severe a penalty as can be imposed within legal limits, 
both to mark the court's condemnation of the enormity of the offense from the 
standpoint of punishment, and for its deterrent effect upon other potential of- 
fenders. It is the sentence of this Court that each of the accused shall pay a 
fine of $10,000 and that they be condemned to pay the costs incurred in and 
about the prosecution and conviction for the offenses of which they have been 
convicted, forthwith after taxation thereof. 

In the case of Regina v. Dominion Rubber Company, Ltd. et al. 
the High Court of Ontario said : 

There were countless meetings and agreements among representatives of the 
accused and their coconspirators at which an elaborate system of classifying their 
commodities was arranged, identifying them by common number * * *, A 
casual study of the analysis of common prices which resulted from these ar- 
rangements, filed as exhibit A—3, will reveal how well they succeeded in main- 
taining an identical price level. 

Now, let us take some of the cases against the oil companies who 
were successful bidders. 

Standard Oil Co. (New Jersey), which controls both Esso Stand- 
ard Oil Co. and Humble, was charged in 1942 with conspiracy with 
I. G. Farbenindustries in two cases involving synthetic rubber. They 
pleaded nolo contendere in one case and took a consent decree in the 
other. 

Several oil companies involved in the bidding for the —— 
rubber plants were also involved in losing two cases filed in 1936. 
l'nited States v. Standard Oil Company (Indiana), a price- ‘fixing 
case, was appealed to the Supreme Court under the name of nited 
States v. Socony-Vacuum Oil Company et al., and conviction was sus- 
tained as to Phillips, Continental, Shell Petroleum Corp., and Empire 
(the predecessor of Cities Service). Continental and Cities Service 
make up Petroleum Chemicals, Inc., which is a purchaser involved 
here. 

The other 1936 case, also called United States v. Socony-Vacuum 
Ou Company, Inc., concerned fixing jobber margins. In 1941, nolo 
pleas were entered by Cities Service, and an officer each of E mpire, 
Shell, and Continental. 

Among the 38 defendants pleading nolo contendere in United States 
v. General Petroleum Corporation of California et al, a 1939 case 
charging illegal price ‘alsing and price maintenance, were Shell Oil 
Co., Stand: urd Oil Co., of C alifornia, and The Texas Co. Fines were 
$4,000 for Texas, $4,500 for the other 2. 
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Still pending is a suit brought by the present Attorney General, 
United States v. Standard Oil Company (New Jersey) et al. Stand- 
ard, Gulf, The Texas Co., Standard of California, and one other, are 
charged with attempting to secure and exercise control over foreign 
production and supplies of petroleum and petroleum products, to 
regulate imports in order to maintain a level of domestic and world 
prices agreed upon by the defendants, and to divide world foreign 
producing and marketing territories. 

The State of Texas has an antitrust suit in the State courts against 
10 major oil companies, including Cities Service, Continental, Gulf, 
The Texas Co., Humble, Phillips, and Standard Oil Co. of Texas, 
a subsidiary of Standard of California. This case was brought by 
Price Daniel, then attorney general of Texas, now a Member of the 
Senate. 

United States v. Food Machinery and Chemical Corporation, one 
of the successful bidders, et al., involving monopoly of peach-pitting 
machinery, was settled by a consent decree last August. 

Several of the companies which make up American Synthetic 
Rubber Corp., appear among the antitrust case losers. American 
Cyanamid Co., the largest stockholder in American Synthetic and 
scheduled to be its exclusive selling agent, has been in three cases. 
United States v. Allied Chemical & Dye Corporation, one of the bid- 
ders, filed in 1942, and ended by nolo pleas in 1946, charged price 
fixing at exorbitant levels in dyestuffs. Cyanamid and one of its offi- 
cers were each fined. A subsidiary, American Cyanamid & Chemical 
Corp., was a party to some chemical antitrust cases filed in 1942, and 
settled in 1945, by nolo pleas. The cases all charged price fixing. 
Cyanamid & Chemical was fined $7,500. In United States v. Stand- 
ard Ultramarine and Color Company et al., American Cyanamid took 
a consent decree in October 1954 on charges of fixing and maintaining 
prices and allocating sales of ultramarine blue and laundry blue. 

Anaconda Wire & Cable Co., a stockholder in American Synthetic, 
is a subsidiary of Anaconda Copper Mining Co. Two other Ana- 
conda subsidiaries, Anaconda Sales Co. and Greene Cananea Copper 
Co., were named in United States v. Climax Molybdenum Company 
et al. in 1942, a price-fixing and competition-control case which ended 
in a consent decree. 

General Cable Co. and Phelps Dodge Copper Products Corp., are 
stockholders in American Synthetic, and have been together before; 
they took a consent decree in 1948 in United States v. General Cable 
Corporation et al., a cartel, price-fixing and development-suppression 
case. 

Dewey & Almy Chemical Co. is a part of American Synthetic, and 
has recently been acquired by W. R. Grace & Co.; Grace, Pan Ameri- 
can World Airways, Inc., and Pan American-Grace Airways, Inc., 
are defendants in a Sherman Act case filed in 1954, charging combi- 
nation restricting competition and monopolizing air transportation 
between the United States and Latin American countries. 

Raybestos-Manhattan, Inc., and Thermoid Co., both stockholders in 
American Synthetic, were also previously associated as nolo pleaders 
in 1948 in United States v. Brake Lining Manufacturers Association, 
Inc. They were fined $5,000 each, on price-fixing charges. 
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Dunlop Tire & Rubber Co. is in American Synthetic; it is controlled 
by the British Dunlop, which was involved in the latex cartel case 
with U. S. Rubber. 

It is only fair to add that some of the stockholders in American 
Synthetic Rubber Corp. have not been involved in antitrust suits. 

The only plant, however, that would be sold to a company with no 
antitrust history is the Koppers Co. alcohol butadiene plant at Kobuta, 
Pa. Koppers Co., Inc., apparently didn’t want the whole plant, but 
took it just to get the power plant and utilities. 

The list of antitrust cases is long, and perhaps boring. It could 
be extended to—and I don’t refer to it because of the length of time 
it would take—Federal Trade Commission cease-and-desist orders 
covering such rubber items as golf balls, rubber soles and heels, can- 
vas and rubber footwear, bicycle accessories, as well as tires and tubes. 

The conclusion to be drawn is that competition in the future is no 
more likely than in the past. Banding together for mutual protec- 
tion can be highly profitable in the case of synthetic rubber and its 
component raw materials. 

The Attorney General, in his formal statement approving the 
pattern of disposal, completely ignored the antitrust history of the 
successful bidders. This is the more surprising, since he settled 3 
and brought 2 of these suits in the past 2 years. With this record 
in his own files it is extremely difficult to understand how he can make 
a positive finding that the proposed sales of the plants “will best 
foster the development of a free competitive synthetic-rubber 
industry.” 

Indeed, throughout his statement, the Attorney General stressed 
the lack of competing bids for the several plants. For 10 out of 11 
GR-S plants—GR-S is Government rubber styrene, mainly used for 
rubber in tires—for both the butyl plants—rubber used for tubes— 
for 3 out of the 4 petroleum butadiene plants including the largest, 
and for the alcohol butadiene plant, only 1 bid was received. The 
Attorney General seems to consider this paucity of bids as conducive 
to future competition. To a Congressman such limited bidding might 
well suggest a lack of competition, that, indeed, competition in the 
synthetic-rubber industry is doomed from the start. 

The cases that I have cited are mostly settled and thus legally dead. 
But for purposes of considering the disposal of these plants these cited 
cases are not dead, morally. Many of these successful bidders are 
self-confessed law violators or have been found guilty before a judicial 
tribunal. They thus come before this tribunal with unclean hands. 
They are malefactors and should be treated as such. This Congress 
should note reward them by turning over to them valuable plants, no 
matter how convenient it might be to the Government or to the 
members of the Rubber Producing Facilities Disposal Commission, 
and despite the moneys that might be conserved by the Government. 
These prospective purchasers have snapped their fingers at the laws 
you and I made. They have used inordinate power to ride roughshod 
over competitors. They even tried to cheat the Government by con- 
spiring to present identical bids in their dealings with the Gov- 
ernment. I refer to the case of United States v. Cooper Corp., civil 
action No. 2-396, Southern District of New York, complaint filed Feb- 
ruary 20, 1939. The defendants in the case included the Dayton 
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Rubber Manufateuring Co., the Dunlop Tire & Rubber Corp., the 
Firestone Tire & Rubber Co., the B. F. Goodrich Co., the Goodyear 
Tire & Rubber Co., the Seiberling Rubber Co., United States Rubber 
Products, Inc. This was a triple-damage suit for conspiracy, brought 
by the Government, to fix the prices of tires on sales to the United 
States Government. The case was dismissed on technical grounds be- 
cause the United States was not a “person” within the meaning of 
section 7 of the Sherman Act. And the Judiciary Committee of the 
House is now remedying that defect in the law. The complaint, how- 
ever, showed identical bids for tires submitted to the United States 
Government to three decimal points. 

One would be naive, if not foolish, to believe that disposal of these 
plants to these companies would satisfy the sine qua non we laid 
down in section 3 (c) of the Disposal Act, and which was referred to 
by President Truman, namely, to secure a program that would best 
foster the development of a free competitive synthetic-rubber industry. 

Have these companies reformed? I see no signs of regeneration. 
They have habitually repeated their sins not only in the United States 
but in Canada. <A leopard does not change its spots. Suppose you 
were a businessman, and your supplier attempted to cheat you, as 
they attempted to cheat the United States Government. You caught 
him redhanded. You'd be rather foolish to deal with him again. 
Frankly, you would boot him out. Well, these companies were guilty 
of wrongdoing against the United States. Shall the United States 
now reward them for their wrongdoing’ The sales to any or all 
of these defendants in these antitrust suits should be canceled out. 
Otherwise we are guilty of doubletalk. We speak out of both sides 
of our mouths if we at one and the same time say we want free, open, 
competition and at the same time we say turn over these plants to 
antitrust violators. 

Further, section 17, subsection (1) reads as follows: 

That the disposal program be designed best to afford small-business enterprises 
and users, other than the purchaser of a facility, the opportunity to obtain a 
fair share of the end products of the facilities sold and at fair prices. 

Does anyone in his right senses say that these companies-—and | 
say this despite the high regard I have for the chairman and the 
respect that I have for his opinions just as announced this morning— 
does anyone in his right senses say that these companies, if possessed 
of these plants, will help small-business enterprises? Their record 
proves to the contrary. Take a look at the list of the successful bid- 
ders, on page 8 and 9 of the report to Congress by the Rubber Produc- 
ing Facilities Disposal Commission. With rare exceptions they are 
all huge companies. They are also huge users of synthetic rubber. 
They are going to supply themselves. They are not unselfishly going 
to cater to small-business enterprises, that is, small rubber fabricators. 
If rubber gets scarce they are going to husband unto themselves all 
the rubber they can produce. That was our history. The Aluminum 
Co., for example—we feathered their nest. We gave them every con- 
ceivable help and support. When the time came to divide the alumi- 
num they produced small fabricators got the dirty end of the stick. 
There were 18,000 small aluminum fabricators, and about 2,000 had 
to die on the vine for lack of supplies from the large producers of 
aluminum, which we similarly helped during the war. They are go- 
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ing to feather their own nests. All manner and kinds of subterfuges 
will be used to deprive the small fellows of a fair share of rubber. 
The little fabricators and manufacturers will die on the vine. 

As far as I can see, there is no implementation of the declaration 
contained in section 17, subdivision (1). It is simply a pontifical 
declaration, with no sanctions for violation. There is no method of 
enforcement; it is simply a moral obligation. 

And I understand the Deputy Attorney General Barnes appeared 
before the Senate Banking and Currency Committee yesterday, and 
from the New York Times I read that he said he was going to keep 
a watchful eye on this situation. What good is the watchful eye 
if it is not followed up by sanctions if there is a violation of the spirit 
or the letter, or both, of the law’ There are no sanctions in the 
statute. And it doesn’t do very much good for even the Attorney 
General to point out that these rubber companies have not abided by 
the spirit of the act. They will say “What of it?” 

Antitrust violators do not usually abide by moral declarations. 
Take another look at the list of prospective purchasers. You will see 
that KYS Corp., one of the successful purchasers, is the only pur- 
chaser that really contains small operators. All the others are large 
or monolithic operators. None of these conditions make for fair deal- 
ing with small business and small fabricators of rubber, or make for 
fuir dealing with the public, the consumers of rubber. 

For these reasons I think this committee should ponder long and 
well before granting any approval to the sale of these plants. Con- 
versely, as the law requires, the sales should be balked. I hope that 
this committee will negate the action of the Rubber Producing Facili- 
ties Disposal Commission. 

We should separate the wheat from the chaff. Those who have not 
violated the law might well get the plants, but those who have vio- 
lated the law should not receive these valuable plants from the Gov- 
ernment with the tacit approval of this committee. 

The CuHatrmMay. Thank you very much, Mr. Celler. It is always 
a pleasure for members of the committee to have the benefit of the 
views and observations of the distinguished chairman of the Judiciary 
Committee. 

Mr. Cetier. Thank you, Mr. Chairman. 

The CuHairmMan. We appreciate it very much. 

Now, members of the committee, the next witness is our distin- 
guished colleague from Texas, Mr. Wright Patman, chairman of the 
Small Business Committee. 

Mr. Patman desires to proceed now. The committee will be glad 
to hear from you. 

Mr. Parman. Mr. Chairman, first I want to congratulate the chair- 
man on the fine statement that he made. It clarifies the issues in- 
volved here. 

Today at noon when the House meets I expect to introduce a 
resolution that the House of Representatives does not favor sale of 
the facilities that are recommended in the report of the Rubber 
Producing Facilities Disposal Commission. It would have been in- 
troduced yesterday, except for the fact that the House was not in 
session. 
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The CHarkMaNn. Well, in connection with that I will say to the 
gentleman from Texas that under the law we have to consider it 
within 10 days. 

Mr. Patman. And Mr. Yates—— 

The CuatrmMan. We will call that resolution up in the morning. 

Mr. Patman. Mr. Yates has been designated by the chairman of 
the Committee on Small Business to speak for the Small Business 
Committee against this disposal program. 

I think he would like to talk this afternoon, as he is not prepared 
right now, because his statement has not been finished, I mean has 
not been mimeographed. 

The CuHatrrman. In that connection, we will have to set him down for 
tomorrow morning. 

Mr. Parman. Allright. I would like to— 

The CuarrMan. Wait 1 minute, now. 

When you introduce your resolution, it will be referred to this com- 
mittee by the House. 

Mr. Parman. Yes, sir. 

The Cuairman. Of course, under the law it doesn’t have to be acted 
upon by the Senate if it is disapproved in the House. One body 
controls in the matter if it acts contrary to what is recommended by 
the Commission. 

Further, as I put out in my statement, it will be a privileged status 
and the committee will have a hearing on your resolution and will 
commence in the morning to consider it. When we reach a decision, 
we will report it to the House. And under the rules, it goes to the 
House and is called up and there is 10 hours general debate. 

Mr. Parman. How many hours ? 

The Cnairman. Ten hours general debate. It is only 1 hour if you 
are discharging the committee. 

Mr. Parman. Oh, yes, that is right. 

The CnatrmMan. But when it gets into the House on the resolution, 
it will be 10 hours general debate, half of it controlled by those of the 
committee who are opposed to the resolution and half for those for it. 

In view of the fact that you are going to have a resolution, why not 
just wait until tomorrow morning? 

Mr. Parman. And be heard on it? 

The Cuairman, And also Mr. Yates, and let the Commission go on, 
and let the Commission also comment on the resolution. 

Mr. Parman. And I can be heard at that time? 

The Cuairman. Be heard tomorrow as the author of the resolution. 

Mr. Parman. Yes, sir. 

The CuarrmMan. Yes. You will get your chance. 

Mr. Patman. My statement will not be long, probably not over 
5 minutes. But I should be very glad to wait until a resolution is 
introduced. 

The CuatrmMan. I think, members of the committee—you see, this 
sale goes into effect on the 25th. And the House will have to act on 
it and we will all have to act on it between now and the 25th day of 
March. 

We won’t put the Commissioners on the stand until we take up Mr. 
Patman’s resolution. We will do that in the morning. 
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So there is nothing further to do now. We will take a recess—— 

Mr. Brooks. Mr. Chairman, before you recess, what have you in 
mind as to procedure, in other words, the timing? Take this up in the 
morning and try to dispose of it in the morning? 

The Cuamman. W ell, if we finish with the hearing, T certainly 

want to dispose of it and make the committee’s report to the House 
and then next week call it up on the floor of the House and get rid of it. 

Mr. BLanpForp. ( Aside.) 

Mr. Yares. Mr. Chairman, if I may speak. If the committee would 
want to hear me at 2 o’clock today, I would be prepared to go on at 2. 

The Charman. Wecan’t. We have a bill on the floor. 

Mr. Yates. I see. 

Mr. Smart. The pay bill is on the floor this afternoon. 

The CyatrmMan. There is a complaint filed by the Minnesota Min- 
ing Co. We can continue this morning for half an hour, because we 
are going to recess at a quarter of twelve, so Mr. Kilday and all of us 
‘an go to the floor. 

Well, let’s take a recess now until tomorrow morning at 10 o'clock. 
We will hear the resolution and the Commission and everybody. 

(Whereupon, at 11:20 a. m., the committee adjourned until 10 a. m., 
Friday, March 11, 1955.) 


Housk of REPRESENTATIVES, 
_ ComM™MIrrer oN ARMED SERVICES, 
Washington, dD. Friday. March eB 1955. 

The committee met at 10 a. m., the Honorable Carl Vinson, chair 
man, presiding. 

The Cuairman. Let the committee come to order. 

The purpose of the hearing this morning is to consider two resolu- 
tions, H. R. 170, introduced by Mr. Patman of Texas, and H. R. 171, 
introduced by Mr. Doyle of California. 

Mr. Patman. : 

Mr. Parman. Yes, Mr. Chairman. 

The CuHarrman. Members of the committee, we have the pleasure 
this morning of having Mr. Patman, who is the chairman of the 
Small Business Committee. 

Mr. Patman, we are delighted to have you over here this morning. 
Now, take the seat right there. 

Mr. Parman. Thank you, Mr. Chairman. I shall make—— 

The Cnamman. Wait 1 minute. Before you start, for the record, 
[ want to find out—now, are you speaking in behalf of the Small 
Business Committee, and by direction, or are you speaking in your 
individual capacity as a Member of the House 4 

Mr. Parman. I am speaking as a Member of the House, and as 
chairman of the Small Business Committee, and for a majority of 
the members of the Small Business Committee. 

The Cuamman. Now, has it been brought up in the Small Business 
Committee ¢ 

Mr. Patman. We have not had an opportunity: yesterday at noon 
was the time that we were supposed to do it, but we couldn't do it 
yesterday at noon. We haven’t had time to have a meeting. But | 
was assured by a majority of the members of the committee that | 
could speak for them. Each individually gave me their assurance. 
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In addition to that, I conferred with the ranking member of the 
minority before I made any announcement. 

The Cuirman. Now, in speaking on behalf of a majority, you mean 
by that you consulted your Democratic colleagues on the committee, 
and you are authorized to speak for that group? 

Mr. Parman. Before I did anything, I conferred with the ranking 
meinber of the minority, as I usually do. And after conferring with 
him I conferred individually with other members. 

The Cuairman. Ail right. 

Mr. Parman. And I can state to the chairman of this committee 
that I am speaking for a majority, at the request of a majority of the 
members of the Small Business Committee. 

The Cnarrman. All right. Now, proceed. Go ahead. 

Mr. Parman. All right. 

Now, Mr. Chairman, I will make a short statement. and Mr. Yates 
will speak for the committee, designated by me as chairman to speak 
for the committee. 

The Cuamman. Well, the committee hasn’t officially acted on the 
matter. He is speaking for a majority of the committee. 

Mr. Parman. That is right. 

The Cuamman. The committee has not officially acted? 

Mr. Parman. That is right; the majority rules. 

The CHairMan. We understand. 

Mr. Parwan. The majority rules. 

The Cuairman. That is right. 

Mr. Bares. Mr. Chairman, I suggest the names of the members who 
have authorized Mr. Patman to represent them be inserted in the 
record. 

Mr. Parman. Don’t you think that is going very far, Mr. Chair- 
man ¢ 

Mr. Kitpay. Mr. Chairman—— 

Nr. Price. Mr. Chairman 

The CuatrmMan. We will get along very well if everybody will be 
quiet. 

(co ahead, Mr. Patman, and make your statement. 

Mr. Parman. If I were permitted 

Mr. Kitpay. Just a minute, Mr. Chairman. Let us see what the 
Chair means by his questioning. 

Do I understand you are going to question the right of Mr. Patman 
to appear before the committee ? %e 

The Cuarrman. No, sir; not at all. That wasn’t even intimated 
by any question of mine. 

‘Mr. Kizpay. I am not too sure that it wasn’t. What was the pur- 
pose of your statement whether he was appearing for the majority ? 

The Cuarrman. I just want the record to show that he is appearing 
in his capacity as chairman of the committee, and he stated he is not 
appearing on behalf of the committee by direction of the committee, 
but in behalf of the majority of the committee. 

Mr. Parman. On my own responsibility, I state that I am appearing 
for a majority of the members of the Small Business Committee. 

The Cuarrman. That is right. 

Mr. Kirpay. What I want to know is, are you going to require him 
to corroborate himself by placing in the record the names of the com- 
mittee he is speaking for? 
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The CratrmMan. No. 

Mr. Parman. That was corrected for the record. 

If I were speaking solely from the armed services standpoint, and 
the military standpoint, I would approve this, just like the chairman. 
But there are more considerations in this than the military armed 
services. Economic questions are concerned. 

The committee that had to do with the establishment and construc- 
tion of these plants was a different committee from this committee. 
I am not bringing up any point to question this committee, or any other 
member, because there is not a member of this committee who probably 
doesn’t have better judgment than I have. 

But I am bringing up the question for the purpose of showing that 
the committee that established these plants, or under whose jurisdiction 
the plants were established, dealt with economic questions. There- 
fore, this committee has a greater responsibility in the question of dis- 
posal because it must necessarily consider those economic questions, 
and those are the questions I want to address myself briefly to. 

Mr. Durnam. Well, Mr. Chairman 

Mr, Parman. If I were looking at this 

Mr. Durnam. Would the gentleman yield at this point? 

Mr. Parman. Sure. 

Mr. DcurHam. This committee has not approved this yet. We are 
merely hearing it. 

Mr. Parman. Yes. 

Mr. Durnam. He said we agreed with the chairman that we would 
adopt it just like it is. 

Mr. Parman. The committee chairman said that yesterday. 

Mr. Duruam. Well 

Mr. Parman. He said that in his statement. 

The Cuatrman. That is right. 

Mr. Parman. Now, the good thing about this is that you are dis- 
posing of the plants to private industry. I am for it. We are all 
for the private-enterprise system. We want the profit system. We 

rant to dispose of them. ‘That part is good. 

But how the bad outweighs the good is the fact that you destroy 
the competitive market in rubber, and you create a monopoly if this 
disposal plan is approved. 

Those are the points that I want you to consider. 

Now, the question of establishing these plants in the first place was 
a political question. In a democracy it is a political question. 

The question of disposal of the plants is a political question. 

I don’t know—first, of course, it has already been done. But I 
didn’t think that the question should be left up to three outsiders who 
were not elected by the people in a democracy, or who were not obli- 
gated to any person who was elected by the people. I didn’t think 
that was the night thing to do. 

The alternative I suggest to this plan is—and you will ask me for an 
alternative : That this committee and the comparable committee in the 
Senate, get together and negotiate, themselves, for the disposal of 
these plants because it is a political question, and when you get ready 
to report deal with small concerns, and if they are not able to supply 
the capital that is needed and necessary to make the purchase, recom- 
mend to Congress that the capital be supplied by the United States 
Government. 
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The CHairman. Wait 1 minute, Mr. Patman. Let me interrupt 
you. 

Then you suggest to us that the way to dispose of it-——because you 
say you are in favor of disposing of it. 

Mr. Parman. Beg pardon, sir? 

The Cuairman. You stated you are in favor of disposal of these 
plants, to put them in private industry. And you suggested an alter- 
nate approach to it, that the Armed Services Committee of the House, 
and the Banking and Currency Committee of the Senate, get together, 
open up negotiations, and try to dispose of them ? 

Mr. Parman. And give the little fellows an opportunity to buy 
these plants. 

The Cuarrman. Well, now 

Mr. Parman. They have not had an opportunity, Mr. Chairman. 

The Cuarrman. I wish you would point out wherein and in what 
instance a little operator has been denied the privilege of buying 
these big facilities? 

Mr. Parman. Beg your pardon? 

The CHarrMan. I wish you would point out in what instance a little 
operator, a small business, has been denied the privilege of bidding 
on these plants / 

Mr. Parman. Well, No. 1, I think you required a $500,000 deposit. 
It would take a pretty good-sized concern to put up that amount of 
Money . 

The Cuatrman. And it takes a pretty good-sized corporation to run 
one of these plants. * 

Mr. Parman. That is right. 

The CHarrMan. Because, as I visualize it, it is not in the sphere of 
small business. This is big business. 

Mr. Parman. I know, but small businesses can own their source 
of supply, which is normally not a good thing. But in this instance 
it would be preferable to the monopolies owning it, and they are 
monopolies because they have control of the rubber supply. 

The Cuarrman. There are 800 small fabricators throughout the 
United States. 

Mr. Parman. Yes. 

The Cnamman. Did not these 800 have the opportunity if they saw 
fit to do so to organize corporations for the purpose of getting their 
end products / 

Mr. Parman. They had no way of getting credit, Mr. Chairman. 

The CHatrman. Oh, well. 

Mr. Parman. No way of getting credit. You see, if they went to 
the banks they would wind up in New York because that is the only 
place they can get that much money. And around the board of di- 
rectors at that table passing on the application would be directors in 
the rubber companies. They wouldn’t have a chance. 

If they went to the insurance companies, the only other place they 
would have an opportunity to get that kind of money, they would find 
on that same board of directors representatives of these big oil com- 
panies and rubber companies, and they wouldn’t have a chance. And 
it requires available capital, Mr. Chairman, and this committee could 
make that possible if they were to negotiate the deals. 

Mr. Brooks. Will the gentleman yield, Mr. Chairman ? 

Mr. Parman. Glad to yield. 
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Mr. Brooks. I want to ask you this: You complain about the deposit 
required of $500,000. What deposit would you recommend should be 
required ¢ 

Mr. Parman. Well, that part is not so material, Mr. Brooks. 

Mr. Brooks. Well—— 

Mr. Parman. I mean from my standpoint, it is not so material. 

Mr. Brooks. From your viewpoint ¢ 

Mr. Parman. Except I don’t want it so high—that part they could 
probably comply with, if they had available capital. 

Mr. Brooks. From your viewpoint, though, would reducing the de- 
posit make any difference on an overall purchase / 

Mr. Parman. No; that is really not the problem. 

Mr. Brooks. That is our problem. 

Mr. Parman. The problem is the unavailability of capital. 

The Cuairman. May I call—— 

Mr. Parman. You see, there is no place to get the money. 

Now, in this morning's paper, the New York Times, that paper, we 
find an agency of this Government, wholly owned by this Govern- 
ment, with $1 billion capital stock provided by the Congress of the 
United States, is making a loan for a steel mill in Argentina of S60 
million, and, in addition to that, it is making further loans along with 
the suppliers of the equipment and it will probably come out $100 
million just on that 1 mill in Argentina. 

Now, the point I am making is—I am not criticizing that. It is 
all right. I haven’t a word to say in opposition to it, except to show 
in comparison that if we are able to spend so much money in helping 
other countries like Argentina in building a steel mill, why shouldn't 
we be able to help these little fellows buy some of these rubber plants 
to have a competitive rubber market in the United States ? 

The CHarrmMan. Now— 

Mr. Parman. That is the point Lam making, Mr. Chairman. 

Mr. Corr. Mr. Chairman. 

The CiatrMan. Mr. Cole. 

Mr. Corr. I am not certain of the fact, but isn’t it the fact that a 
number of small companies did organize and bid successfully for 
or 2 of these plants ? 

The CHairman. The gentleman is correct. They organized what 
is called the American Synthetic Corp. And we will develop and 
show how many participated in organizing it. 

Now, let us analyze what. our able colleague has just said. He says 
we just reject this, and then pass whatever resolutions are necessary 
conferring on the Armed Services Committee and the Banking and 
Currency Committee the right and power to open negotiations. Then, 
if we find anyone who wants to participate that haven’t the capital to 
participate, then some method be made by the Government to loan 
them the money. 

Mr. Patman. In the bill—— 

The Caatrman. That is your provision— 

Mr. Parman. That is right. 

The CHarmMan. that you are advocating before the committee ? 

Mr. Patrman. That is exactly right, Mr. Chairman. 

The CHamman. And we would take the mone y out of the Treasury 
or organize some sale debentures or bonds and then we would loan it 
to these people who want to go in this business ? 
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Mr. Patman. Well, the money wouldn't be a problem, Mr. Chair- 
man. 

The Cuamman. Now, why shouldn’t we do that in every other 
enterprise, then ? 

Mr. Parman. There is a difference there. 

The CuarrmMan. Now, what is the difference ? 

Mr. Parman. The difference is that you are delivering lock, stock, 
and barrel the rubber industry of the United States to people who 
are known to have unconversational understandings about what they 
do. 

The Cuairman. I don’t know anything about that. If you have 
any evidence of that the committee would be very glad to have you 
put it in the record. 

Mr. Parman. I think the courts are filled with it, and the Federal 
Trade Commission. And I am not attacking them from that stand- 
point. They have all been doing it. But it is well known and recog- 
nized, and we know when we deliver it to them that they have a 
monopoly. 

It is not just a question of 1 year, of $260 million. The $260 mil- 
lion is insignificant in comparison to the principle involved here, and 
the monopoly that will be created. 

The price of raw rubber has been going up since a year ago. It was 
223. cents 1 year ago. It has been increasing on the strength of the 
disposal of these plants because the people who were in the raw rubber 
business knew that when these plants became—were owned by the 
private industry in the United States, the price would increase up to 
raw rubber. Raw rubber went up to 38 cents. 

Mr. Durnam. But it has gone down to 30 and we are still in the 
negotiating stage. 

Mr. Patman. Beg pardon? 

Mr. DurHam. It has gone down to 30, too, today. 

Mr. Parman. It may be decided they are not too certain, after all; 
I don’t know about it. 

But, anyway, it went up to 38 cents. That is a 15-cent differential 
Well, a 3-cent differential means $50 million a year. A 15-cent differ- 
ential means $250 million a year. They can pay for these plants in 1 
year by raising the price up to that 15-cent differential. And they 
would be allowed to do it. 

There is nothing in this contract that would prohibit them from 
doing it. They can make it all back in 1 year, and continue their 
monopoly. 

And another thing I want to invite your attention to, Mr. Chair- 
man: The Attorney General rather cautiously approved this. If you 
will turn to page 32 of this statement of the Rubber Producing Facili- 
ties Disposal Commission, and read his letter, you will find that Mr. 
Brownell, the Attorney General, stated: 


This is to advise you that on the basis of the information furnished to me 
by the Commission— 


that is the three members— 


I do not view the proposed dispositions as being in violation of the antitrust 
laws. 

All right, the question is what information was presented to him 
by the Commission? I think it would be well to find out, because 
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next year when something comes up and it is shown that this thing 
is not happening like you have thought, the Attorney General could 
say “Well, I didn’t have any information on that. I told the com- 
mittee that I was acting on the basis of the information that the 
three Commissioners furnished” to him. So that is rather a guarded 
and cautious statement of approval. 

Now, let me briefly run through here, if you will, please, 

Mr. Duruam. Let’s get. back to the price—— 

Mr. Parman. I just made some little notes. 

Mr. DurHam. Before you get away from the price. 

Mr. Parman. Yes, sir. 

Mr. DurHam. Of course, you were talking about raw rubber, not 
synthetic rubber price? 

Mr. Patman. That is right, in comparison to raw rubber. 

Mr. DurHam. What you are arguing, then, that the standard price 
of 23 cents under the Government at the present time will go up, 
say, in the 30-cent range or the 38-cent range; is that the point you 
are making ? 

Mr. Parman. Yes. 

Mr. DurHam. You think it will do that ? 

Mr. Patman. I certainly do, and more. Raw rubber price is liable 
to go to 80 cents a pound. There is nothing to stop it. You see, 
when they get together—you know Royal Dutch Shell is pretty close 
to other governments that have to do with raw rubber prices, and 
they are big as a mule in this thing. 

Mr. DurHam. How much raw rubber do you think we are going 
to consume next year—synthetic / 

Mr. Parman. I don’t know, but synthetics for some purposes, as 
the gentleman knows, is better than raw rubber in some instances. 

Mr. Durnam. Don’t you realize that these plants can produce now 
more synthetic rubber than is required in the market? 

Mr. Patman. Well, I know. I don’t think you will have any prob- 
lem there. When the people get these plants who are now bidding 
for them, you won’t have any problem there. 

The CHarrmMan. Now, go ahead 

Mr. Parman. They can get together better than the farmers can. 

Mr. Core. Yes. Let’s hear the rest of it and go on. 

Mr. DuruaAm. They haven’t proved it yet. 

The Cnatrman. Go ahead. 

Mr. Parman. There is no buying here except from the big fellows. 
The little fellows are out in the cold. Money is unavailable to the 
little man to apply. The Small Business Administration only goes 
up to $150,000. Not enough to amount to anything in bidding on a 
rubber plant. 

The private loan companies, of course like the banks and insurance 
companies, as I explained, are not going to make any loan for this 
purpose, for obvious and well-known reasons. 

Under the plan as presented, the little man will have to depend 
upon this monopoly for a supply, or for his supplies. And they have 
their own outlets. They have their own outlets, I repeat. They are 
not interested particularly in just Tom, Dick, and Harry, and the 
little business. They are already tied up with other companies. They 
can put the price up, just like the price of aluminum was put up. And 
it will cost them something in one pocket, but if they will put it back 
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in another pocket—but the little guy who is the fabricator is squeezed 
out, just like the aluminum fabricator was squeezed out. 

The integrated companies can regulate this thing so as to squeeze 
the little man out and not hurt themselves one penny. That is possible 
under this contract. 

All right. In addition to that, they can put the double squeeze on 
them. You see, a lot of these rubber companies through their subsid- 
laries, have retail outlets. In addition to what I have already said, 
they could take their supplies away from them, or increase the price, 
they can sell at a loss in opposition to the Vinson Service Stations 
until the Vinson Service Stations are put out of business, sell at a loss, 
absolute loss, and then having lots of outlets all over the country, lots 
of outlets all over the countr | repeat—the Vy get a tax reduction on 
putting the Vinson Service Stations out of business, thereby getting a 
premium or a bonus from the Government for destroying little busi- 
ness. So they have several ways of doing this. And we shouldn't 
encourage it more by granting them a monopoly to the rubber 
companies. 

All right. The price, as Mr. Durham brought out, is not regulated 
here. It can goto $la pound. I don’t think it will, for a while. But 
you cannot tell. It might go to a dollar a pound. It wouldn’t sur- 
prise me it it went to 80 cents a pound. 

And when this bill was up on the floor, the distinguished gentleman 
from Michigan, whom we all remember so well and favorably, and 
who is not with us any more, we are sorry, stated that there were many 
of the small-business people out of the 680 mentioned by the chairman 
a while ago, or 700, who expect to get together and bid on these facili- 
ties. I don’t know whether they did or not. They certainly were not 
successful bidders. 

Now, in that debate, the gentleman from North Carolina, Mr. Dur- 
ham, brought out that there were from 60,000 to 80,000 employees of 
these fabricators involved with these little fellows, and certainly we 
should make sure that they are protected. 

Well, what assurance have we? Just the assurance of the people 
who are buying these plants. We are betting everything we have that 
they will carry out these promises. Will they doit? We dont know. 
I don’t know, and you don’t know, either. They don’t have to do it. 
They can double the price of rubber if they want to. There is nothing 
in here to stop them from doing it. 

And, Mr. Doyle, from California, stated that several small com- 
panies are preparing to bid. Iam glad he suggested that. And I hope 
that they did bid. But they were not the successful bidders. . 

So evidently, Mr. Chairman, this is just the big companies getting 
control of the rubber business in the United States. And it is more 
important than $280 million. There is no rush to have to do it now. 
There is no rush to have to do it now. It is too important for that. 

This monopoly can be with us for the next 50 years, or the next 100 
years. We don’t want to do something here now for $260 million 
that will tie us up in a rubber monopoly for the next 50 or 100 years. 
And I urge you gentlemen to look at this not from the standpoint 
of the military question. You are out of the realm of the military 
now. You are out of the realm of armed services. You are in the 
realm of economics. And I urge you to look at this from the stand- 
point of the good of the entire people of this country, and competi- 
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tive business, and giving some or making some safeguards for the 
independent merchants of this country, these small people, who, after 
all, keep the country going. 

Mr. Rivers. Mr. Chairman, may I inquire of Mr. Patman? 

The Cuarrman. Mr. Rivers. 

Mr. Rivers. Do you charge that the Attorney General has made no 
investigation other than just a passing approval of what is submitted 
to him by the Commission, charged with the responsibility of dis- 
posing—— 

Mr. Parman. Well, let me read his statement. 

Mr. Rivers. I know. I heard you. 

Mr. Patrman. I will ieave it to you. 

Mr. Rivers. I am asking you. 

Mr. Patrman. It is just three lines. 

Mr. Rivers. Wait a minute. I am asking you. 

Mr. Parman. I believe him. I believe he told you the truth. 

Mr. Rivers. What do you believe ¢ 

Mr. Parman. Here is the truth: 

This is to advise you that on the basis of information furnished to me by the 
Conunission— 


on the basis of the information furnished to me by the Commission— 


I do not view the proposed dispositions as being in violation of the anti-trust 
laws. 

Mr. Rivers. I will ask you this—— 

Mr. Parman. I will just take his word for it. 

Mr. Rivers. Now, wait. I will ask you this: Do you further inter- 
polate that under the law he is required to go no further or he is re- 
quired to go further / 

Mr. Parman. I am not criticizing the Attorney General. I am ac- 
cepting his word, giving full faith and credit to it 100 percent. 

Mr. Rivers. You are sure not giving him any bouquets. Wait a 
minute. Do you charge he has not gone fully enough into the in- 
vestigation as far as the Sherman Act is concerned ¢ 

Mr. Parman. I am not charging either way. I am just accepting 
his word that he is only responsible—— 

Mr. Rivers. Does the law require him / 

Mr. Patman. No, his only responsibility is to the extent of the in- 
formation furnished him, not by this committee and not by the Senate 
committee and not by any other group on earth, except those three 
Commissioners. 

Mr. Rivers. What does the law hold? 

Mr. Patman. He says: 

Upon the basis of the information furnished to me hy those three Commis- 
sioners— 

Mr. Rivers. Does the law require any more of the Attorney Gen- 
ral ¢ 

Mr. Parman. I am not going into that any more, because I haven’t 
examined-—— 

The Cuarrman. The laws says: 

From the time of its appointment and throughout the course of its duties, the 


Commission shall consult and advise with the Attorney General in order to se 
cure guidance as to the type of disposal program which will best foster the de- 
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velopment of a free, competitive synthetic rubber industry, and second, to sup- 
ply the Attorney General with such information as he may deem requisite to 
enable him to provide the advice contemplated by section— 
and section so forth and section so forth and so forth. 

Now, Mr. Patman 

Mr. Rivers. I just want to be certain that he has carried out the 
intent of the Congress, rather than the perfunctory appraisal of 
information submitted to him by this group. 

The CHairman. Now, let’s sum up what you have said to the com- 
mittee, if you please. 

You said to the committee that you are in favor of the Government 
getting out of the rubber business ? 

Mr. Parman. That is right. 

The CHarrman. And that you are in favor of free enterprise taking 
over the rubber industry ¢ 

Mr. Parman. Right. 

The CHairman. Now, that is in line with what President Truman 
said, 

Mr. Parman. Under proper and effective safeguards. 

The Cuatrman. I think that is good, sound democratic doctrine. 
And let me read this : 

President Truman says: 





Two years ago I recommended that the Congress authorize transfer of the 
Government’s rubber-producing facilities to private ownership and recommended 
a disposal plan. 

All right; now you come in before the committee, and we have 
all the highest respect for your ability, because you are a distinguished 
Congressman; you have a great record behind you. And you do what 
you consider to be right and proper. When this bill was before the 
House last year you made a speech in opposition to it. 

Mr. Parman. Made two, Mr. Chairman. 

The Cuarrman. And made a motion to recommit the bill back to 
the committee 

Mr. Parman. That is right, Mr. Chairman. 

The Cuarrman. And the House did not follow your line of reason- 
ing on that. 

Now you come in here and say, “Get rid of these plants, get rid 
of them as soon as possible, and put private industry in competitive 
business in the synthetic rubber field.” 

é.nd the way you approach it is that 37 members of the Armed 
Ser vices Committee and probably 15 or 20 members from the Bank- 
ing and Currency Committee in the Senate—that we sit down and we 
open up a disposal program and we try to call in all the people of 
America who are interested and say to them, “We want to sell these 13 
copolymer plants and so many butadiene plants and so many styrene 
plants and so many boxcars. Now, if you boys haven’t the money 
come down to Washington city and we will finance it for you.” 

Now, isn’t that what your proposal before this committee is this 
morning? 

Mr. Parman. Well, you picture it up in a rather cumbersome way, 
Mr. Chairman. [ Laughter. | 

The Cuairman. I am picturing it up exactly like it appears. It 
may be cumbersome, but nevertheless, there is no window dressing 
about what I have said. 
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Mr. Parman. All right. Well, of course, I didn’t have in mind 
doing exactly what you said. I had in mind you selecting a sub- 
committee and getting some experts, you know. 

The CHarrman. That is the same thing. 

Mr. Parman. No. I beg to differ with you. There is a big dif- 
ference, the way I see it. And actually, in carrying it out—— 

Mr. Rivers. You would be sort of financing it, if you did that, 
wouldn’t you ¢ 

Mr. Patman. Eventually it would get back to this committee and 
eventually it would get back to the Congress, where it belongs, because 
it is a political question. 

The Cuarmman. All right. Now, Mr. Patman, one thing I want you 
to correct. The law requires a deposit of only $250,000— 

Mr. Patman. All right. 

The CHarrMan. Instead of $500,000 be made. 

Mr. Patman. O. K. I stated the deposit wasn’t as important as 
the availability of credit. 

The Cuarman. That is right. 

Mr. Cole, any questions ? 

Mr. Core. First, let me observe that I cannot completely subscribe 
to the chairman’s statement that getting the Government out of busi- 
ness is a good Democratic doctrine. I do insist, however, that it is 
typical Republican doctrine. [ Laughter. | 

The CHairMan. Nevertheless, oftentimes it has been charged that 
we were driving along socialistic lines, and I want to show that we are 
just as anxious as any other party to have free competitive enterprise. 

Mr. Coir. Let me inquire of our distinguished colleague, who has 
been interested in this problem for many years, when he became con- 
vinced that the disposal plan of the Commission was improper ¢ 

Mr. Patrman. When was I convinced ? 

Mr. Coie. Yes; after looking at the Commission’s disposal plan, 
when were you disposed 

Mr. Parman. It shows on its face that the big fellows are getting 
it and the small fellows are not getting it. 

Mr. Cote. When were you convinced it was unwise ¢ 

Mr. Parman. I was convinced the little fellow had no source of 
supplies except from his competitors. 

Mr. Cotz. When did you find out about it ? 

Mr. Patman. I found out from leaks in the newspapers of what 
was going to happen. 

Mr. Corr. The Commission’s plan was publicized in late January, 
I believe. 

Mr. Patman. That is right. 

Mr. Core. After studying it, when were you convinced it was 
wrong ? 

Mr. Patman. That is right. 

Mr. Cote. When were you convinced ? 

Mr. Patman. I was convinced it was wrong when I was convinced 
the little man had no place to get his supplies except from his com- 
petitors. I don’t think that is the American way. I think that is the 
way of dictators and monopoly. | 

Mr. Cote. When did that occur in your mind, the Ist of February, 
the 15th of February, or when ? 
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Mr. Patman. I don’t know the time. I don’t think it is important. 

Mr. Core. To me it is highly important. 

Mr. Patman. Well 

Mr. Cote. Otherwise, I wouldn’t have asked you the question. 

Mr. Parman. I made up my mind when the little fellow was not 
given an opportunity to get supplies except from his competitor. I 
think that is un-American. 

Mr. Cote. You didn’t make that decision yesterday, did you? 

Mr. Patman. Oh, it has been made a good while. 

Mr. Cote. A good while? 

Mr. Parman. Since I found out that the little fellows didn’t come 
in. Now, Mr. Doyle said they were planning to bid. Mr. Shafer 
said they were planning to bid. 

Mr. Core. You haven’t answered my question. 

Mr. Parman. | thought they knew what they were talking about. 
Possibly they did bid, but they were not successful bidders. 

Mr. Cote. You didn’t answer my question. You said you became 
convinced the Commission’s plan was unwise a good while ago. 

Mr. Parman. That is right. 

Mr. Coxe. You reached that conclusion—— 

Mr. Patman. As soon as I found out the little fellows had no sources 
of supply except from their competitors. 

Mr. Core. You answered my question. 

On yesterday the chairman pointed out that not a single resolution 
had been introduced to suspend the Commission’s plans. Why was 
it that, having been convinced some time ago in your own words, you 
waited until yesterday to introduce your resolution to disapprove the 
Commission’s plan ¢ 

Mr. Parman. I thought it was such a raw deal- 

Mr. Coir. Now, the gentleman has been a Member of the House for 
many, many years, and if he had been convinced some time ago the 
Commission’s plan was unwise, he should have introduced his resolu- 
tion of disapproval some time ago. Why did you wait until yester- 
day to introduce the resolution ¢ 

Mr. Parman. Honestly, my good friend, I thought this was such a 
“aw deal that somebody in this committee would introduce a resolut- 
tion or the committee would turn it down. Iam not a member of this 
committee. I never muscle in on one of these committees. I only 
‘ame in when it was absolutely necessary. 

The Cuairman. Mr. Price. 

Mr. Price. Mr. Chairman, perhaps I can cast a little light on that. 
I know Mr. Patman talked tome on this matter as much as a month 
ago, and he was wondering what our committee was going to do about 
it. And I made some inquiry. I think the staff can verify the fact 
that I made 2 or 3 inquiries from the staff about what was being done 
about this report. And I was given assurance that our staff was 
making a thorough study of it ‘and that it would report to every 
member of the committee and give us a digest of this report and let 
us know what is meant and all the facts about it. 

And I reported that to Mr. Patman. Mr. Patman had been think- 
ing about introducing this disapproval resolution for not less than a 
month, but I think, in courtesy to every member of this committee, 
he waited to see whether one member of this committee would do so. 
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The CHairMAN. Anyhow, it doesn’t make a bit of difference. He 
has his rights.’ He brought the issue before the committee. 

Now, let me develop this one point, Mr. Patman: 

Now, there are 7 criteria set up in the statute. I want to read the 
first 1 

Mr. Parman. They are all good, Mr. Chairman, I will agree with 
you. 

The CuarrmMan. Wait a minute. I want to read the first one. The 
program has to be designed to best atlord small business enterprise 
users other than the purchasers of the facilities the opportunity to 
obtain a fair share of the end product of the facilities sold at fair 
prices. 

Mr. Patman. Now, would you yield for a question on that, Mr. 
Chairman ? 

The CHatrman. Yes. That is what I want. 

Mr. Parman. Who will enforce that provision? 

The CuatrMan. Well, I will say this: I will submit for the record 
to show that in every deed of transfer there is a commitment to the 
effect that the producer of GR-S will furnish to small business a 
certain percent of what it now has. 

Mr. Parman. Who determines for that producer ? 

The Cuatrman. What? 

Mr. Parman. Who determines for that producer? 

The Cuarrman. The commitment itself requires the purchaser to 
say, “When I turn out so many thousand tons of GR-S I will furnish 
to small business a certain percentage of what it now has. 

Mr. Parman. Who determines for that producer ? 

The Cuatrman. What? 

Mr. Patman. Who determines for that producer ? 

The Cuatmrman. The commitment itself requires the purchaser to 
say, “When I turn out so many thousand tons of GR-S. 

Mr. Parman. Yes. 

The Cuatrman. “I have to make available to these 800 fabricators 
over the United States a portion.” And what do the facts show? As 
[ put in the record yesterday, the facts show that the small consumer 
does participate. 

Now, let’s assume—— 

Mr. Parman. Wait. Would you let me make a statement right on 
that point? 

The CHatrMan. Wait one minute. Let’s assume—— 

Mr. Parman. You are mistaken about the 800. 

The CratrrMan. Wait one minute. Let’s assume one of these large 
people wouldn’t make available a certain proportion. All right, what 
would happen? Why, of course, a small producer could bring a com- 
plaint and bring a suit. Because that is a part and parcel of the 
terms upon which the Government disposed of the property. 

Mr. Parman. Would you yield on that? 

The Cratrman. And there is absolutely no danger that every small 
consumer in America by these covenants that are written in these 
deeds have an opportunity to get all the rubber that they need based 
upon what they have been using in the past and based upon what they 
will probably use for a great many years in the future. 
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So what impressed me was that the covenant in the deed is so posi- 
tive—and I am going to put them in the record from each one of these 
corporations- that there is no likelihood of any small fabricator in 
America saying that “this transfer does not insure to me an oppor- 
tunity to get that which I want to purchase from some large 
fabricator.” 

Mr. Parman. Now, will the gentleman yield for a correction on 
that / 

The Cuarrman. Yes. 

Mr. Parman. There is nothing in these contracts about the 780 of 
the 800 fabricators. Their names are not mentioned. The phrase- 
ology “small business” is mentioned. But who determines the small 
business concern that will get this? It is the producer. They can 
organize their own small subsidiaries in competition of that Vinson 
service station or any of the rest of it and furnish them and say, “We 
have complied with the law.” There is not a line or a word in one of 
these contracts. And if Iam not mistaken, I want the chairman to 
point out any that specifically mentioned any one or all of those 780 
of those 800 fabricators. 

The CHarrmMan. Of course, it doesn't. 

Mr. Parman. And they are under no obligation to furnish anyone 
else. 

The CuairMan. It does not say 800 users. But it does say that there 
is an opportunity for small industry to get what it needs and based 
upon what they have been using in the past, 127,000 tons, there will be 
far more tonnage available than ever used in the peak of small indus- 
try. So they are absolutely protected. It can’t be argued—I put it in 
the record yesterday because I knew you were going to testify, and I 
thought probably you were going to testify on the d: anger that small 
business was frozen out. Small business is not frozen out. Small 
business, by the covenant and by what has been produced, can get all 
the GR-S that it needs to carry on its business. 

Mr. Parman. Mr. Chairman, you are not that naive. That is just 
like sending a rabbit to the corner grocery to get a head of lettuce. 
| Laughter. | 

They are going to take care of themselves first. 

The Cuamman. Thank you very much, Mr. Patman. If you have 
anything else, we will be glad to have- 

Mr. Duruam. Let me ask him just one question. 

The Cuaiman. Any members of the committee have any questions 
to ask Mr. Patman ? 

Mr. Durnam. Mr. Chairman. 

The CHarrMan. Yes. 

Mr. Durnam. Mr. Patman, vou, then, say to us that the terms of 
the sale contract is not a commitment to supply the small business in- 
dustry of the country. 

Mr. Parman. Commitment in loose and general terms that can be 
easily avoided and will probably be avoided because of the competitors. 
They are competitors who are looking after other competitors. 

Mr. Durnam. You have read the commitment. 

Mr. Parman. I have read part of them. I have not read them all. 

Mr. Duruam. You feel it is not a commitment ? 
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Mr. Parman. But, Mr. Durham, what chance would a little guy 
have suing one of these big concerns in the courts or Federal Trade 
Commission or filing a complaint with the Department of Justice? 
It would be dragged out in the court for years and years and years 
and years and finally reversed 10 or 15 years later. The little fellows 
can’t last that long. They are squeezed out rather quickly and 
suddenly. 

Mr. Durnam. That just doesn’t 

Mr. Patman. That court business doesn’t make sense at all. 

The Cuamman. Now, members of the committee, let me recall to 
you the commitment—and I am going to put them, as I said, in the 
record—now, here is what Firestone in Akron said. They belong to 
the Big Four. Listen to this: 





Purchasers will sell approximately 20 percent of the GR-S rubber produced 
at the facility to small business enterprises. 

And that is written in every one of them, along that same line. 

Mr. ParMan. Sure it is, but does not mean anything. ‘They deter- 
mine who gets it. It will possibly be a black market within 90 days 
for the little fellow. They can organize their own small companies 
to sell to and satisfy the law according to your interpretation. 

The Cuairman. Now, thank you very much-—— 

Mr. Kinpay. Mr. Chairman. 

The Cuatrrman. Mr. Kilday. 

Mr. Kitpay. I would like to inquire of someone, either the chairman 
or counsel or Mr. Patman, what the situation will be if Mr. Patman’s 
resolution should be adopted by the House. 

The Cuarrman. Well, then—— 

Mr. Kitpay. Would the 

The Cuatrman. Then under the law—May I interrupt you? 

Mr. Kiupay. Yes, sir. 

The Cuairman. Then under the law the disposal is disapproved and 
then the synthetic rubber plants will run until 1956 

Mr. Parman. 1956, that is right, 2 more years. 

The Cuairman. That is right. 

Mr. Parman. You have got plenty of time. 

The Cuatrman. I mean the act. 

Mr. Kirpay. Is the Rubber Disposal Act in such shape that the 
Rubber Facilities Disposal Commission could again advertise for 
bids to sell ? 

The Cnairrman. No. They die. If the House rejects this 
proposal—— 

Mr. Suorr. Either House. 

The Cuairman. Either House; and even the Commission, they pass 
out of the picture. And the Federal Government continues until 
1956—— 

Mr. Kitpay. Unless extended. 

The Cuatmrman. What? 

Mr. Kitpay. Unless the authority of the Government to continue 
the operation is continued. 

The Cuatrman. Oh, yes; unless we open it up by some other 
legislation. 

Mr. Kinpay. As we have done on a number of occasions in the past. 

The Cuatrman. That is right. 
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Mr. Kinpay. But for the purpose of disposal, we would have to 
have a new Rubber Facilities Disposal Act. 

Mr. Parman. That is right. 

The CHairman. Thank you very much, Mr. Patman. It is always 
a pleasure to have you here. 

Mr. Parman. Thank you and thank the committee. 

The Cramman. You are an entertaining advocate. 

Mr. Parman. Thank you. 

The Cuairman. Now, Mr. Yates, come around. 

Members of the committee, all of you are acquainted with our bril- 
liant colleague from Illinois, Mr. Sidney Yates. 

Now, Mr. Yates, you have permission to address the committee 
without interruption on your statement, which you have been kind 
enough to give each member, which we appreciate. 

Mr. Yares. I thank the chairman. I want to express my appre- 
ciation to the chairman and to the members of this committee for the 
opportunity to testify here today on this very important matter. I 
would not ordinarily presume to take up the time of this great com- 
mittee if the matter under consideration were not so vital to the small- 
business community of the country and if I were not a member of the 
Select Committee on Small Business of the House. And lest there 
be any misapprehension as to why I have been selected to testify on 
behalf of the committee, let me say it is not because of any particular 
or even general expertness with the intricate problem you are con- 
sidering, but rather it is because I happen to be chairman of the sub- 
committee of the Small Business Committee which has jurisdiction 
over the supply of raw materials, such as rubber. 

I listened to Mr. Vinson’s splendid statement yesterday, in which 
he so ably recalled the history of the events leading to the construc- 
tion of the synthetic-rubber plants and of the efforts to effect their dis- 
position. There are very few Members of the House of Representatives 
who have the vast experience, background, and knowledge of the gen- 
tleman from Georgia, not only with respect to matters within the par- 
ticular sphere of the Committee on Armed Services, but on almost all 
of the complex problems with which Members of the Congress must 
deal. It is difficult, therefore, to take issue with him on any subject, 
and it is with much trepidation that I face the task of having to do so 
in this complicated field. I am sure that if there is any disagreement 
between us, it is attributable to the difference in information furnished 
us or more probably to the unavailability of essential information. 

Essentially, it was the lack of necessary information which troubled 
our committee, and which in great measure, led to the action by our 
chairman, the Honorable Wright Patman, of Texas, in filing the 
resolution to disapprove the sales. There are many questions which 
have not yet been answered and which must be answered before we 
can say that the Commission has complied with the safeguards estab- 
lished by the basic law. 

I should like to make it clear at the outset that our committee does 
not disapprove of the fundamental policy requiring the sale of the 
rubber facilities. We favor their disposal to private ownership, but 
under such terms and conditions as will assure the use of the facilities 
for the continued security of our Nation, the reimbursement of our 
taxpayers for their investment in the rubber facilities, the protection 
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of all segments of our free-enterprise economy, including the small- 
business men, and resistance to further enhancing the dominating 
position in their industries of giant corporations who have regarded 
the antitrust laws of the United States as trifling obstacles in their 
economic progress. In short, Mr. Chairman, we believe that the 
guaranties and safeguards established by the criteria set forth in the 
basic legislation have not been adequately observed by the Rubber 
Disposal Commission. It is for that reason that we voice our objec- 
tion to approval of the sales. 

The chairman yesterday listed the standards imposed by the law 
on page 7 of his report. Determination of the question as to whether 
the disposal of the facilities is consistent with the national security 
is within the province of this committee and will receive your very 
capable consideration. There is no need, therefore, for our com- 
mittee to touch on this point. . 

And while the attention of our committee technically should not be 
devoted to the criterion as to whether the full fair value for the 
facilities has been received, our grave doubt that the sales prices 
approved by the Commission reflects the fair value of the facilities 
compels us to ask you to give that matter your particular considera- 
tion. Ask yourselves this question: If the companies buying the 
facilities were the owners and wanted to sell the plants, would they 
accept for those plants the same price they are offering the Govern- 
ment? We doubt it. We think that rather than checking book value 
or reproduction cost as good, hardheaded businessmen, the companies 
would look first to the earnings of the facilities. What is the profit- 
making potential of the business? What will it earn? As a matter 
of fact, that is exactly what Congress intended should be done. This 
was emphasized in the Senate hearings (pp. 179-181) and in the 
report of the Disposal Commission. Presumably, this is what the 
Commission said it was going to do. On page 15 of their report they 
say: 

A fundamental precept of the disposal program was that the sale of the 
facilities should return to the Government a price that would truly reflect the 
value of the facilities as a going industry. 

Again, on page 17, the Commission says : 

While other standards, such as original cost, replacement cost, depreciated 
values, and the precedent of previous Government surplus property sales were 
considered, it was the decision of the Commission that because the disposal 
program made possible the purchase of a going profitable business, for negotiat- 
ing purposes potential earning power should be the prime factor in the establish- 
ment of an appropriate price. In its earning-power studies, the Commission 
did not give usual weight to the past earnings of the facilities. These plants 
had been operated as one integrated program. For example, for reasons of 
economy and efficiency, many costs were averaged and production was scheduled, 
for program reasons, in a manner different from that a private owner will follow. 

Why didn’t the Commission discuss earnings in its report? If 
earnings were the primary basis for the Commission’s evaluation of 
the worth of the facilities, why did not the Commission furnish the 
Congress with the underlying data showing the earning potential of 
the facilities, rather than actual and reproduction costs ? 

Our committee had to make a special effort to obtain this informa- 
tion and received it only in part. I have attached to my statement as 
exhibit A, the Disposal Commission’s estimates of the rates of return 
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which the facilities’ purchasers can expect, based upon the negotiated 
sales prices. We do not know what assumptions were taken by the 
Commission as to volume of production, sales prices of end products, 
the costs of production and distribution, the amortization of invest- 
ment for tax purposes, the amount of the Federal income tax, and 
other factors significant to the estimated rate of return. Moreover, 
the Commission has not divulged the rate of depreciation which it 
used in reaching the percentage of return the companies would earn 
upon their purchase price. Under the new tax law the purchasers 
have the right to accelerate depreciation. 

I am sure the members of this committee can follow my statement if 
they turn to exhibit A and see the list of the companies, the proposed 
purchasers and the percentage rate of return. 

Now, for example, if the Commission used a 20-year depreciation 
base, it is obvious that the 10.44 percent return to Petroleum Chemicals, 
Inc., the first company on the list, for the purchase of butadiene plant 
706 will be increased substantially if a 10-year depreciation base is 
used. This is true, as well, of all the purchasers. Further more, if the 
ee increase the selling price of rubber from today’s price of 

3 cents to a competitive position with natural rubber around 30 cents 
a pound, the number of years for recovering their investment will 
again be substantially reduced. Mr. Chairman, isn’t it optimistic to 
say the least, to assume as the Commission did that the purchasers will 
be satisfied to maintain the price of rubber at 23 cents, particularly 
when the price of natural rubber today is 30 cents, around 30 cents. 

Thus, the companies have not only one means of leverage to increase 
their profits, but to: the depreciation base and the price of rubber. 
The Commission’s reports are singularly silent with respect to the 
value of the facilities of the purchasers begin to vary these two factors 
from the levels assumed by the Commission. 

Mr. Chairman, the data showing such variations are perhaps the 
most vital and essential facts the Congress needs in order to determine 
whether the full fair value of the Government's rubber facilities has 
been received. 

There are other questions about full fair value which may properly 
be asked by this committee for answers by the Commission. 

And the committee can check me from the Commission's report to 
see if the figures I am going to read are accurate. I have checked them 
myself and with the staff: 

Copolymer plant 1056 has the same capac ity as copolymer 956; 
why did 1056 sell for $239 million less than 956, particularly when the 
book value of 956 is less than that of 1056 in both gross and net value? 
T his! is something your committee might want to know. 

2. Why did copolymer plant 983a “sell for $1.5 million less than co- 
Ro sie plant 983, although both have approximately the same 
capacity ¢ 

3. Why did copolymer plant 127 sell for approximately two-thirds 
of the sales price of copolymer plant 129, although 127 has approxi- 
erie’ 130 percent of the capacity of 129? 

Why did copolymer plant 1278 sell for approximately two-thirds 
of the sales price of copolymer plant 129, although 1278 has approxi- 
mately 200 percent of the capacity of 129. Parenthetically, in this 
comparison it will be noted that the higher price was paid by one of 
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the Big Four rubber companies. Was there an agreement between 
them not to bid on copolymer plant 1278 ? 

Parenthetically, in this comparison it will be noted that the higher 
price was paid by one of the Big Four rubber companies. Was there 
al agreement among them not to bid on copolymer plant No. 1278? 

5. Why were the initial bids on copolymer plants 129, 983, and 1278 
acceptable as tull fair value whereas the initial bids for other co- 
polymer plants were considered to be too low? Why did the Com- 
mission establish acceptable bids of varying prices without regard 
to the capacities of the plants ? 

6. Why did copolymer plant 1278 sell for approximately the same 
price as copolymer plant 127, although 1278 has 150 percent of the 
capacity of 127? 

(. Why did butadiene plant 1593 sell for approximately 17 percent 
of the price of butadiene plant 485, although the capacity of 1593 is 
slightly higher than 485 ? 

8. Did greater competition for butadiene plant 1063 raise the sales 
price by $9 million over the initial high bid‘ If so, did lack of com- 
petition for other plants depress their sales prices / 

9. Why did butyl rubber plants 572 and 1082 sell for exactly the 
amounts of the initial bids by the only bidder, since the other facility 
(butadiene plant 485) purchased by this bidder was sold after com- 
petition and resulted in a sales price 12 percent higher than the initial 
bid ¢ 

These are questions which, in the opinion of the Committee on Small 
Business, should be answered. Answers are not obtainable from the 
(Commission’s report. 

So much for the question of fair value, Mr. Chairman. Turning 
now to other criteria of the law with which the Committee on Small 
Business is more directly concerned, let us consider the safeguards in 
points 1 and 3 of Chairman Vinson’s statement. 

I quote from Chairman Vinson’s statement which is, in turn, quoted 
from the law: 

1. The program had to be designed to best afford small-business enterprises and 
users, other than the purchaser of a facility, the opportunity to obtain a fair 
share of the end products of the facilities sold and at fair prices. 

3. The recommended sales must provide for the development within United 
States of a free, competitive synthetic rubber industry and not permit any person 
to possess unreasonable control over the manufacture of synthetic rubber or 
its component materials. 

These are the criteria established by the law which the Commission 
was supposed to follow. 

The Commission expresses confidence that a continued fair share of 
synthetic rubber will be made available to small busines. The report 
say (p. 14): 

First, a large segment of GR-S capacity has been placed in the hands of 
Shell Chemical Corp. and Phillips Chemical Co. neither of which is a rubber 
fabricator. Consequently, they have no need for their GR-S output, and must 
sell to the market generally. Secondly, in each contract of sale for a copolymer 
plant, the Commission has required of the purchaser a commitment that he will 
make available to small-business enterprise a certain specified amount of his 
production. 

On its surface, Mr. Chairman, this would appear to be a satisfactory 
assurance that GR-S would be supplied to small-business enterprises 
in even greater quantities than under present operation by the Govern- 
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ment. ‘The Commission apparently assumes that the total maximum 
capacity of Shell and Phillips, 152,000 long tons, would, because of the 
non-rubber-fabricating nature of these companies, be made available 
to an open market. 

Add to this the 90,000 long tons to be put on the open market by 
other prospective purchasers” under contract commitments, and one 
arrives at a figure of 242.000 long tons annually to be sold in an open 
market under maximum capacity conditions, and presumably avail- 
able for purchase by small business. The 242,000 long tons is approxi- 
mately 32 percent—it is really 35 percent, that is a mathematical 
error—of the total annual maximum capacity of 689,000 long tons for 
all the facilities proposed for sale. 

Mr. Chairman, it takes only a brief glance at the facts to cast serious 
doubt upon the validity of the Commission’s conclusions. 

The first assumption is that of maximum-capacity operation, on 
the basis of which 35 percent of GR-S production is to be sold on the 
open market. What is maximum capacity, Mr. Chairman, and how 
is it determined‘ It has been alleged that the theoretical technical 
rating of several of the plants concerned is unattainable in practice. 

If this be so, as has been alleged, the maximum capacity concept is 
to that extent a fictitious measurement device. Moreover, while maxi- 
mum capacity production is estimated at 689,000 long tons annually— 
and listen to this, that is maximum production—the plants that are 
being sold actually produced only about 478335 long tons during 
1954, not 478,000, but 469,000. 

In estimating the amount to be sold on the open market after sale, 
is it not therefore more realistic to use 1954 production figures, rather 
than so-called maximum capacity as a base for calculation? Should 
we not have reasonably expected the Disposal Commission at the very 
least to attempt to forecast probable production and demand levels 
for the near future, rather than resorting to an ideal-type model which 
could have only theoretical significance to justify its position ¢ 

The second assumption of the Commission—that Shell and Phillips. 
both nonrubber fabricators, will place their entire output on sale in 
the open market, for purchase by small or large companies—takes on 
meaning only if viewed in terms of the probable marketing pattern 
which such open market sales will produce. 

What has been the experience with these plants on the west coast 
and the ones purchased by Phillips? Here we can only guess in 
measure, but we have the benefit of what the patterns have been under 
present operation, 

This experience shows that for the California plants proposed to 
be sold to Shell, there has in the past been a 90-10 division of total 
production—90 percent of sale to the Big Four fabricators, and 10 
percent to other users. A similar situation has prevailed at the facili- 
ties to be purchased by Phillips. 

How, then, can the Commission have us believe that these distribu- 
tion patterns will not persist after sale is made’ And how, given the 
likelihood that they will persist, can it be said that the full produc 
tion of these two companies will be placed on an open market / 

So how can the Commission say all of this will be available for small 
business, when in the past 90 percent of it has been sold to the four 
big users. 
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Mr. Durnam. Will the gentleman yield at that point? I think it 
is important. 

Mr. Yates. Be glad to yield to the gentleman. 

Mr. Durnam. We were told and we were given the figure that the 
use of all small business was 127,000 tons. Now. we are releasing to 
this, under these agreements, 242,000 tons. 

Mr. Yates. Well, Mr. Durham—— 

Mr. Durnam. That is the total. I am not talking about one point 
here particularly. 

Mr. Yates. I know that, sir. I develop that here in the next page. 
And then I will be glad to answer your question after that, if I may. 

How, then, can the Commission have us believe that these distribu 
tion patterns will not persist after sale is made? And how, given the 
likelihood that they will persist, can it be said that the full produc- 
tion of these two companies will be placed on an open market ? 

To complete this phase of the argument, Mr. Chairman, let me share 
with you what is certainly one of the most curious aspects of this 
whole question. Let us assume that sale of the plants is to be con- 
summated on March 25. Assume further that production for the next 
year continues at approximately the level of 1954, and that, I think, is 
a reasonable assumption, that the distribution pattern of the Shell 
plants is a 90-10 between Big Four and other users, and that Phillips’ 
production is divided 40-60 based on that company’s statement that a 
major portion of its production will be made available to small bus- 
iness. 

Therefore, in terms of the calculation we have accorded small bus- 
iness 50 percent of the production. It can then be shown, Mr. Chair- 
man, that small business during the coming vear, even in the expecta- 
tion of: a competitive situation, will have available for purchase less 
of the total market than in previous yvears—and, Mr. Durham, less 
than the 127,000 tons they are now getting. 

Let me show why. This may sound incredible, but if you will follow 
these calculations the point may become clear. 

Mr. Duriam. You are taking one company, and not the overall. 

Mr. Yates. Beg pardon ? 

Mr. DurnaAm. You are just assuming you have one company. 

Mr. Yates. Mr. Durham, my next paragraph pertains to the overall. 

Mr. Durnam. It does? 

Mr. Yares. Under a condition of maximum capacity, there would 
be approximately 242.000 long tons available to all purchasers in the 
open market. Of this total, based on present distribution data, about 
110,000 tons would be purchased from Shell and Phillips by the Big 
Four. 

This would leave a total of 132,000 or 1970 available for all other 
users. But these conclusions are based upon operation at maximum 
capacity, a condition which has rarely existed—if ever—and certainly 
did not exist during 1954, the year to which the C ommission should 
properly have turned for a realistic appraisal. However, if we take 
19 percent of actual capacity during 1954, which is the relationship of 
132,000 to the overall maximum capacity, rather than the maximum 
capacity of the Commission, we find there will be available for the 
use of small-business enterprises only 88,000 tons. 

Thus we see that the rubber available for purchase by small business 
under the proposed sale would seem to be approximately a third less 
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than was available during 1954 under Government operation. If 
these calculations be correct 

Mr. DurHam. Yes 

Mr. Yates. Let me finish my statement and I will be glad to yield, 
Mr. Durham. 

If these calculations be correct—and they were made on the basis of 
the Commission’s report—small business has indeed cause to fear the 
proposed sales. 

Now, we don’t know what additional information is necessary to 
arrive at other facts if there are other facts. That is something for 
this committee to go into, and that is the reason we raise the point. 

Mr. Durnam. The difference in your assumption and ours 

Mr. Yates. Yes. 

Mr. Duruam. We are basing our assumption of 242,000 long tons 
available to small business based on the production heretofore. 

Mr. Yates. No, sir. 

Mr. DurHam. That we got. 

Mr. Yates. No, sir. 

Mr. Durnam. You are assuming something here is going to happen, 
in your figures. 

Mr. Yarers. Sir, your 242,000 long tons is predicated upon maxi- 
mum production which has never been achieved. It is supposed to 
be a third—— 

Mr. Duruam. Oh, yes, it has. We produced maximum capacity 
for about 2 or 3 years during the war. 

Mr. Yares. All right, shall I say has been rarely achieved, then. 
But shouldn’t 1954 production have been taken for the test, rather 
than the 3 years to which you point? Those were probably war 

“ars. 

Mr. Durnam. This operation has had to be based on a consuming 
record; that is, on a consuming capacity. You can’t store synthetic 
rubber. 

Mr. Yates. I am sorry, sir, I didn’t hear you. 

Mr. Durnam. You can't store or stockpile synthetic rubber; you 
know that, of course. 

Mr. Yates. Yes. 

Mr. Durnam. It has to be predicated on that. 

Mr. Yates. Well, Mr. Durham, I am not willing to believe that it 
has to be predicated on that when you don’t find that as being the 
case. In 1954, you didn’t have that as the case. 

The CHairman. But vou lose sight of the fact, Mr. Yates, that 
these purchasers are buying these plants to make rubber. 

Mr. Duruam. That is right. 

The Cuatmrman. They want to run them at maximum capacity. 
They are in the business of selling rubber. And they are buying it 
and putting their money in to purchase it to get in the rubber business 
and to make as much rubber as possible. 

Mr. DurnHam. Yes. 

Mr. Yates. Well, Mr. Chairman, may I, with all due deference 
to your question, point out the past record of these companies? 

The Cuatrman. What? 

Mr. Yarrs. May I point out the past record of these companies 
insofar as the antitrust laws are concerned, and we may very well 
find these companies do not produce to the maximum capacity. 
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The Cuatrman. Let’s go ahead with your statement now. 

Mr. Durnam. Let’s stick to one thing. 

Mr. Yates. Mr. Durham is asking me questions. Shall I answer 
them ? 

The Cnairman. Yes, of course. 

Mr. Duruam. Your whole thing is predicated on the assumption 
that these people are not going to produce synthetic rubber for the 
open market ; isn’t it, this last statement 

Mr. Yares. Is predicated on what ? 

Mr. Durnam. Is predicated on the basis that these people are not 
going to produce rubber, regardless of the demand. 

Mr. Yates. No, sir, that isn’t true. 

The CuarrmMan. No. 

Mr. Yates. My statement is predicated upon what I consider to be 
a more realistic base than maximum production, which is the 1954 
production. That is what my statement is based on. That is an 
actual fact. Weknow what thatis. Maximum capacity was achieved 
only during the 3 war years that you point out. 

Mr. Durnuam. I don’t see how in the world you can base the figures 
on anything except the past record of production. 

Mr. Yates. That is what we are doing. 

Mr. Durnuam. That is what it is based on. What these 240,000 
long tons is based on. 

Mr. Yates. Mr. Durham, may I suggest this: You were willing to 
assume the figures of maximum capacity. I suggest that a more 
realistic basis would be actual production for 1954 in terms of de- 
termining the allotments, sir, to which small business shall be en- 
titled. 

Now, I don’t know what the calculations are in terms of these 
commitments to which the chairman has alluded. 

Mr. Durnam. If you could say- 

Mr. Yares. It may be based upon 1954 production, rather than on the 
maximum capacity. 

Mr. Durnam. Now 

Mr. Yates. This is something for your committee to go into, and 
we call it to your attention. 

The CuarrmMan. We appreciate what you are doing. 

Mr. Durnam. The gentleman has made a very fine statement here. 

The CHatrMAn. Go ahead, Mr. Yates. 

Mr. Durnam. The only way we can make a determination on your 
formula, the only way in the world we can make a determination on 
what the small-business man would consume, is to have an allocation, 
and for him to tell us exactly how much he is going to consume this 
year. And you can’t do it under this kind of a basis. 

Mr. Yates. Mr. Durham, I am told—I must confess I am not an 
expert in this field. 

Mr. Duruam. That is right ; lam not an expert, either. 

Mr. Yates. All I have learned has been really in the last 3 days be- 
cause until the last 3 days I have been in the hearings of the Appro- 
priations Committee, and I tried to acquaint myself with this problem 
during the last 3 days. 

Mr. Brooks. Mr. Chairman, will the gentleman yield? 
The Crarrman. Let the gentleman finish his statement. 
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Mr. Yarers. I just want to make one answer to what you say. The 
experts, the so-called experts, tell me you can’t operate the plants per- 
petually at maximum capacity, anyway. You just can’t do it because 
the plants will break down. Therefore, why should you use maximum 
capacity as the basis for your calculations? Should you not instead 
take some figure possibly—if you are not willing to accept my figure 
for 1954 production, should you not also throw out the figures for 
maximum capacity and find some figure in between, which the Com- 
mission didn't use / 

Mr. Durnuam. That is exactly why we set 500,000 tons of produc- 
tion, on the basis of requirement of these people when they signed these 
contracts. They have to produce that. 

The CuarrmMan. Mr. Brooks. 

Mr. Brooks. I want to ask you in reference to the maximum capac- 
ity. Now, that is predicated on the maximum amount of material that 
the plants can turn out ? 

Mr. Yares. Can turn out. 

Mr. Brooks. Can turn out? 

Mr. Yarrs. Maximum; that is right. 

Mr. Brooks. That is right. Now, assuming the laws of supply and 
demand work, and this company has orders from independent small- 
business people, wouldn't they operate the plant on a maximum capac- 
itv basis / 

Mr. Yares. What you are saying, or what you are asking me is 
whether they would ? 

Mr. Brooks. Yes. 

Mr. Yarrs. I would say this, that I would not think so. And I cite 
for my reason what the experts tell me, that business can’t operate at a 
maximum capacity for any length of time because it will just destroy 
the production facilities. 

Mr. Brooks. Well—— 

Mr. Yares. There is a level somewhere below maximum capacity, 
like the cruising speed of an airplane, Mr. Brooks, 

Mr. Brooks. Let me ask you this, though—— 

Mr. Yares. At which the companies will operate. 

Mr. Brooks. The gentleman is attacking the figure on the maximum 
capacity. In other words, you say the figure on maximum capacity 
is too high? 

Mr. Yares. Yes. 

Mr. Brooks. Well, then, your figures are wrong, if you assume that 
that is the maximum capacity. 

Mr. Yarres. Why are my figures wrong? The figure I have used —— 

Mr. Brooks. Because if that is really the maximum capacity that is 
the maximum amount of material that can be turned out by the plant. 

Mr. Yares. Those aren’t my figures, Mr. Brooks. Those are the 
figures of the commission. That is why I am attacking them. 

Mr. Brooks. I thought we were all accepting the figures. Your 
statement seems to accept it. 

Mr. Yarrs. No, sir. Perhaps I haven’t made myself clear. 

Mr. Brooks. You-—— 

Mr. Yates. But the figures I have been attacking have been the 
maximum capacity figures. Because those are the ones the commission 
has presented. 
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Mr. Brooks. You are then saying that the maximum capacity is not 
the figure that we have been using. 

Mr. Yares. I haven't said that at all. LT said the maximum capacity 
figure-is the one that should not be used. That is what I have said. 

The Cuatrman. May I suggest to the members of the committee, let 
the witness finish his statement, and then we will ask him questions. 

Mr. Durnam. I wanted to clarify that part of his statement. 

Mr. Gavin. Could [ask a question ? 

The CHAIRMAN. Yes. 

Mr. Gavin. I would like to ask my very good friend whether your 
subcommittee has received any complaints from small operators who 
are fearful they might not be able to secure such rubber as they require 
and their business might be jeopardized? How many complaints have 
you received from small operators ¢ 

Mr. Yates. Mr. Gavin, let me say that 

Mr. Gavin. Lam asking you a specific question. 

Mr. Yates. I don’t know the answer to that because I haven't—— 

Mr. Gavin. Well, have you received any / 

Mr. Yares. I haven't checked with my committee. 

Mr. Gavin. Well 

Mr. Yares. I have been in Appropriations—— 

Mr. Gavin. You are here representing small business, and you feel 
that their operations might be jeopardized in the event this sale is con- 
summated. Therefore, I was wondering whether the small-business 
operator had complained to your subcommittee which you represent, 
particularly this phase of small business administration? How many 
complaints have you received that these people who are in the operat- 
ing field now and need these plants to continue the operation of their 
business—how many of them have come to your committee saying 
“We are fearful because if this sale is consummated it may jeopardize 
our position” ? 

Mr. Yares. Mr. Gavin, let me say that perhaps my answer will show 
a dereliction of duty. As chairman of one 

Mr. Gavin. You come here and present specific facts 

Mr. Yates. Let me 

The CHatrrmMan. Let him answer the question. 

Mr. Yates. It may show dereliction of duty as being chairman of a 
subcommittee of the Small Business Committee. 

But let me point out to you, sir, that Iam also a member of the Inde- 
pendent Offices Appropriations Committee which has been conducting 
hearings on the new budget from 10 o’clock in the morning until 5 
o’clock in the afternoon, and only completed its hearings yesterday at 
noon. Therefore, when you ask me—— = 

Mr. Gavin. We are seeking—— 

Mr. Yates. Whether I have checked with them, I say—perhaps I 
should have checked with them. If you want me to check with them 
and give you the information later, I will be glad to do so, sir. 

The CHarrMan. Now, get back on your statement, Mr. Yates. 

Mr. Netson. Mr. Chairman. 

The CuarrmMan. Mr. Nelson. 

Mr. Netson. I have a question to clear up my understanding of the 
figures that the gentleman has quoted. 
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The very basis, as I understand it, of your computation of the amount 
of rubber available to small business is the assumption that the Big 
Four will continue to take 90 percent of the production of Shell and 
Phillips; is that correct ? 

Mr. Yares. That is correct, because that is the existing pattern. 

Mr. Netson. Do you think that a reasonable assumption to make in 
view of the fact that under the rubber disposal program the Big Four 
ure going into rubber manufacture themselves ? 

Mr. Yates. I think so. 

Mr. Netson. You think 

Mr. Yares. I see no reason to assume—if they are going into rubber 
manufacturing themselves I would assume that this would not mitigate 
against the production that the others are using. And let me point 
out further in answer to your question, sir, that with respect to the pro- 
duction from the Shell plant, the bid by Shell was the only one that 
didn’t have a qualification as to a market for the output of the Shell 
plants. Apparently Shell has come to an agreement with some outsider 
for the use of the Shell production. It may be the fact that they 
will continue to use the historic pattern. I don’t know. 

There is such a paucity of information here. We don’t know what 
the answers are. That is why we say we ought to look into it and we 
ask your committee to look into it. 

Now, if I may continue, Mr. Chairman. 

The Cuarrman. Allright, go ahead, Mr. Yates. 

Let the committee be in order, please. 

You are on page 11. 

Mr. Yates. All right. 

Now, we come to the second basic assumption of the Commission 
which our committee is unwilling to accept. It states that the big oil 
purchasers will compete with the Big Four rubber purchases, It says, 
page 20, that its plan places “rubber-producing capacity in the hands of 
nonrubber fabricators, corporations with no captive demand which 
will have to look to the general market for the sale of their product.” 
It cites both Shell and Phillips as examples. Yet in the report of the 
Commission itself on page 158 of the supplement, Shell states that it— 
has contacts with the Firestone tire— 


that should be contracts, probably— 








has contracts with the Firestone Tire & Rubber Co. and with the Goodyear Tire 
& Rubber Co., Inc., which provide for the payment of a commission to Shell Oil 
Co. as compensation for Shell’s assistance in promoting the sale of their products 
to Shell dealers, commission distributors, and jobbers. 

Now, what does that mean? Does not the pattern of manufacture 
of synthetic rubber and its distribution as an end product under the 
disposal plan become clear in the light of the above statement by Shell 
Oil Co.? Shell will manufacture synthetic rubber which will be sup- 
plied to both Firestone Tire & Rubber Co. and the Goodyear Tire & 
Rubber Co. for manufacture into tires and inner tubes. Shell will then 
distribute through its retail gas stations and outlets the same Firestone 
and Goodyear tires. Shell, therefore, will have complete integration 
from the point of manufacture of styrene to the final point of sale to the 
consumer. Shell will have a captive demand and a captive market. 
Firestone and Goodyear, instead of competing with Shell, as is assumed 
by the Commission, are a part of this integrated unit. 
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The effect upon small business is twofold: The Shell dealer, com- 
mission distributor, and jobber will be policed by Shell to see that 
they sell no brands in competition to Firestone and Goodyear. For 
this Shell will receive a “promotional fee,” as it does now. This 
means a squeeze at the point of distribution upon both the small manu- 
facturer of rubber tires and the small distributor whose brands will 
not be handled. It also means a squeeze upon the so-called independent 
Shell dealer. If such a dealer were to attempt to exercise his true 
rights as an independent businessman to receive and sell whatever 
products he believed would bring him the most security and the best 
profits, his 1-year lease with Shell would be canceled, and he would 
be driven out of business. Complaints of this nature have been per- 
sistent and voluminous, Mr. Gavin, before our House Select Committee 
on Small Business; and they are now a subject matter of an investiga- 
tion. The pattern, as we have shown for Shell, of integration and 
monopoly which has led to these complaints will be immeasurably 
strengthened if the present disposal plan is adopted without providing 
adequate safeguards to small business. 

Under the Commission’s program, as is so graphically shown in 
the case of the Shell Chemical Co., this pattern can be used for many 
other types of monopolistic and discriminatory practices aimed at 
the destruction of small business. First of all, “the promotional fee” 
which Shell receives from Firestone and Goodyear is in the nature 
of a direct discriminatory rebate. With Shell as both the supplier 
of synthetic rubber and distributor of the tire manufactured from 
that rubber, the opportunities for such discriminatory rebate and dis- 
counts is increased manyfold. Secondly, since there is’a completely 
integrated unit from the time of the production of styrene to the 
distribution of the tire, there is no possibility that factors of free com- 
petition will have an effect upon the setting of prices. Instead, both 
the price for and the production of synthetic rubber and tires is subject 
only to the will and whims of Shell, Firestone, and Goodyear. 

The situation is strikingly similar to that found to exist by the 
Department of Justice in the ownership of petroleum pipelines by 
major oil companies. Independent oil companies, by law, were, of 
course, allowed to use the pipelines to distribute oil to their refineries 
or retail outlets. But, at the same time, through control of the pipe- 
lines, the major oil companies were able to charge exorbitant prices. 
The effect of such prices was twofold. First, the independents were 
forced to increase their own cost through such high prices and thereby 
lower their margin of profit to virtually a nonexistent level. At the 

same time, although the oil company owners of the pipeline paid the 

same high price for rates, they received hack as dividends, or income 
from their ownership, not only their own money paid for rates, but 
also the money paid by the independents in the form of dividends. 
The Department of Justice, br ning this practice a system of dis- 
criminatory rebates, filed suit. In the case of United States v. Atlan- 
tic Refining Company, the district court entered judgment enjoining 
the owners of the pipelines from receiving a return in excess of 7 
percent of the valuation of the pipeline. 

A similar discriminatory practice is possible, if not inevitable, under 
the Commission’s disposal plan. The small rubber fabricator or user 
may be said to be free to purchase synthetic rubber from the large inte- 
grated companies. But such large integrated companies are likewise 
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free to charge as high a price as they desire. A high price will have no 
effect upon them since they will receive it back in dividends or in- 
come. But the high price may very well drive out of competition 
those small fabricators and users who today are so desperately trying 
to survive. 

This situation is not confined to Shell. Instead it is a general rule 
throughout the Disposal Commission’s plan. The Commission points 
with pride, if without facts, to its statement that the Copolymer Corp. 
is representative of small business which will promote free competi- 
tion in the rubber industry. Copolymer Corp. consists of Sears-Roe- 
buck—is that a small company—Armstrong Rubber Co., Armstrong 
Rubber & Manufacturing Co., Dayton Rubber Co., Gates "Rubber Co., 
Mansfield Tire & Rubber, Sieberling Rubber Co. The Armstrong 
Tire & Rubber Co. is owned 50 percent by Sears, Roebuck & Co., and 
\0 percent by the Armstrong Rubber Co., and is under contract to 
produce tires for Sears-Roebuck. Dayton Rubber Co. is also under 
contract to produce tires for Sears-Roebuck. Thus, again, the Co- 
polymer Corp. brings into one integrated unit the manufacturers of 
synthetic rubber, the manufacturers of tires made from that synthetic 
rubber, and the distributor of the tires. 

In the past discounts given to and amended by Sears, Roebuck & 
Co. have been declared illegal. Under the disposal plan, however, 
identical discount and rebate practices could be carried on which un- 
doubtedly would be immune from law. It is not only small business, 
but also the consumer, who would suffer from such practices. 

Similar conditions are found among the participating companies 
in the American Synthetic Rubber Corp. The great majority of such 
participating companies are representative of big, not small, business: 
the great majority have a lengthy background of antitrust and FTC 
violations, as was pointed out by Congressman Celler yesterday. The 
great majority under the disposal plan will not only be the manufac- 
turers of synthetic rubber, but also the purchasers and distributors of 
the manufactured product. 

There is again the likelihood that these integrated companies may 
discriminate against their competitors who must purchase the syn- 
thetic rubber at high prices and who will not receive back any of that 
price in the form of income or dividends. 

The most naked combination between and integration of the oil 
distributors and the tire manufacturers are found in the proposed pur- 
chases of the copolymer plants by Goodyear-Gulf Chemicals, Inc., and 
Texas-U. S. Chemicals, Inc. Goodyear and Gulf together will manu- 
facture synthetic rubber. The synthetic rubber will then be “sold” 
to Goodyear to manufacture tires. Under past contracts, Gulf will 
distirbute the tires for Goodyear to the ultimate consumer at Gulf’s 
service station outlets. (Goodyear and Gulf are therefore fully com- 
bined and integrated in the manufacture of synthetic rubber to the 
final point of distribution at the Gulf service station. Gulf will, of 
course, allow its dealers to handle only tires approved by Gulf. The 
vicious price squeeze and discriminatory practices whic h have already 
been mentioned in connection with the integration of Shell Chemica] 
Co. through Firestone and Goodyear are re: udily apparent. 

The Commission’s disposal program also allows U. S. Rubber and 
the Texas Co. to combine as a purchaser. ‘Texas-U. 8S. Chemicals, Inc., 
the purchaser of the copolymer plant at Fort Neches, Tex., is 50 
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pew owned by the Texas Co. and 50 percent by the U. S. Rubber. 

_S. Rubber, in turn, is owned and controlled, together with General 
aes by the Dupont Corp. The Dupont Corp. owns the Ethyl Corp. 
in equal shares with Standard Oil Co. (New Jersey). In the past 
Standard and Dupont, through the Ethy! ‘Corp. maintained a system 
of nationwide price fixing of retail gasoline until stopped, at least 
temporarily, by the United States Government. The U. S. Rubber 
Corp. has in the past, and also still does, sell its tires to all of the 
Standard companies through the Atlas Supply Co. 

Finally, and almost unbelievably, the Disposal Commission’s plan 
allows Goodyear, Gulf, the Texas Co., and U.S. Rubber to es 
together to purchase and operate the largest and most. efficient Gov- 
ernment-owned butadiene plant. That is what the Commission does, 
too. 

Now, with these sales that are encompassed in the matter which 
is before this committee, the Government is turning over—not | 
plant or 2 plants or 3 plants, but an entire industry to a few select 
companies. That is the effect of what these sales do. 

Can we say it will be a free, competitive, synthetic-rubber industry, 
as the law requires, as was pointed out by Chairman Vinson in his 
statement yesterday?’ In my statement I would say I don't believe so. 

With such interlocking and integrated patterns it is rather silly to 
talk about free competition. It is even more ridiculous to talk blandly 
about the protection of small business. The Commission’s report makes 
crystal clear that no serious study or attention has been 4 ase to the 
proble ms of small business. One wonders whether by the bestowal of 
its blessing upon this merger movement the Congress will not par 
ticipate in the economic demise of m: any small now-thriving rubber 
fabricators. 

I have attached as exhibit B to this statement the letter I recently 
received—this isn’t to my committee, Mr. Gavin. That was the letter 
I recently received from a small fabricator in Connecticut, which 
isn't my dist rict, which reflects his fears about the proposed sales. I 
won't take the time now to read it to you, but I think you gentlemen 
should read exhibit B as reflecting the apprehension which is present 

in the minds of $00 small rubber fabricators tod: ay with respect to the 
sale of these plants. 

That small business producers need protection in their procurement 
of rubber was graphically shown in hearings held by the Senate Select 
Small Business Committee in March and April of 1951—4 years ago 
only. Because of the condition of short supply in that year, and be 

cause of an equitable allocation formula by the United States Govern- 
ment, the plight of the small rubber businessman became desperaté 
that should be inequitable. 

The chairman of the subcommittee issued a statement reading in 
part—and that was Senator Sparkman: 

There are grounds for grave doubt that available supplies of rubber are being 
allocated equitably among small and large manufacturers of rubber products. 


i have personal knowledge of several small companies which are on the brink 








1040 


of bankruptcy because they cannot obtain sufficient rubber to operate at a mere 
break-even point. The larger companies, on the other hand, seem to be experi- 
encing little difficulty in continuing operations. We intend to explore this situa- 
tion fully. 

The hardships suffered by small rubber users in 1951, because of 
the conditions of short supply, indicate the difficulties that small busi- 
ness may suffer in the future because of the predicted conditions of the 
long-range short supply of both natural and synthetic rubber. It is of 
great importance at this time, therefore, to provide adequate safe- 
guards for the small rubber users in the event our supplies of rubber 
become scarce. The only protections given under the present disposal 
program are the general statements by the proposed purchasers that 
they intend to give small users certain percentages of their total pro- 
duction. Such statements, even if made with the best of intentions, 
are entirely inadequate. As matter of simple contract law they pro- 
vide no effective remedy whatsoever for the small-business man in the 
event he fails to get his fair share of synthetic rubber in the future. 

Now, Mr. Vinson spoke a few minutes ago about this being a cove- 
nant and running with the contract. I know of covenants running 
with the land, but I don’t know that such a covenant runs with the 
contract under anything but perhaps a third party beneficiary type 
of an arrangement. 

The CuatrMan. It isa term and condition set out in—— 

Mr. Yates. It isin the contract. 

The CHarrman. In the deed. Realty was sold. And what are you 
selling here? You are selling machinery and plants and bricks and 
mortar. 

Mr. Yates. That is correct. 

Mr. Cunnineuam. And land. 

The Cratrman. And coupled with that they are prescribing a cer- 
tain condition upon which that is sold, which is a part and parcel 
of the transaction, which must be complied with as any other phase 
of it. 

Mr. Yates. Well, Mr. Chairman, if I may respectfully implement 
your suggestion, they are selling more than machinery and facilities 
and bricks and mortar. They are selling a going business upon which 
the economic life of 800 small rubber fabricators in this countr y are 
dependent, and the question is whether or not they will continue to 
live. 

A small man can complain to the Government, but it is open to 
question whether under the proposed contracts the Government will 
be able to help him. 

Mr. Chairman, in conclusion let me again express my appreciation 
for your patience and graciousness in listening to my long statement. 
Obv iously, this is a most import: unt matter and deserves our most seri- 
ous consideration. In determining what we shall do we are called upon 
to balance two desirable public policies: The first is that the Federal 
Government should not engage in this type of business; the second 
is that while we favor the disposal of such facilities to private owner- 
ship, we must be sure that the facilities will be operated under such 
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terms and conditions as will enhance the security of our nation, will 
reimburse our taxpayers for their investment, and protect all seg- 
ments of our free enterprise economy, including small business. 

These principles of public policy are not necessarily in conflict with 
each other. Both are desirable and can be achieved. As a matter of 
fact, the Disposal Act requires that both be observed. The Commis- 
sion’s plan, however, gives only token observance to the vital safe- 
guards implicit in the second principle. 

While it is true that the plan provides for a sale of the Federal Gov- 
ernment’s rubber facilities, it is equally true that it does so in a way 
which will not strengthen our free enterprise system but will actually 
place it in jeopardy. If we approve the proposed sales we will be 
hurting our competitive free enterprise system, not helping it— and 
hurting it irretrievably, I fear. 

There must be a better solution than that proposed by the Commis- 
sion, one which will make possible the effective operation of both 
principles. Although this matter has been pending for some time 
there are too many unknowns, the risk is too great to dismiss it by 
saying: “This is the best we can get; let’s take it.” It is not the best 
we can get. 

If the sales were not approved pending the determination of a more 
appropriate proposal, the Nation would not suffer and the industry 
would not suffer. The Government is now making a profit of $50 
million a year from the rubber plants. They are being operated by 
private enterprise for a fee, for the most part by their prospective 
purchasers, under what the Commision describes as “a partnership of 
industry and Government,” a very benevolent phrase, if you please. 
Nobody would be hurt during the relatively brief period in which 
another plan could be formulated. 

Mr. Chairman, there is much more involved than the sale of a one- 
half billion dollar Government investment, although that is impor- 
tant. We are dealing with the more pertinent question of protecting 
the freedom of our entire business community by preventing its 
economic strangulation through an undesirable concentration of 
industrial power and wealth. We just keep our free enterprise sys- 
tem free. 

Mr. Chairman, the Select Committee on Small Business—I have 
been so designated by Mr. Patman, for whom I have been designated 
to make this statement—recommends that this committee report the 
Patman resolution favorably to the House. 

Thank you very much, Mr. Chairman. 
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(Mr. Yates’ exhibits A and B are as follows:) 


Exurpsit A 


Disposal Commission’s estimates of return based on proposed sales prices 





“~ , | ; lat Purchase |Percent); Amount 
Plancor No. Location Purchaser | price | return | of return 
Butadiene plants: | 
ie Lake Charles, La_| Petroleum Chemicals, Inc___--|$16, 000, 000 10. 44 |$1, 670, 400 
485... .- Baytown, Tex__..| Humble Oil & Refining Co 8, 886, 000 7.37 | 654,898 
Goodrich-Gulf Chemicals, Inc | 
933_.............| Port Neches, Tex_|{Texas-United States Chemical |}53, 000, 000 8. 68 | 4, 600, 400 
Co. 
1063. - ..| Houston, Tex- | Good Machinery & Chemical | 24, 187, 000 9.47 | 2, 290, 508 
orp. | 
GR-S plants: | 
3768... . i Louisville, Ky_.... American Synthetic Rubber 2,340,000 | 10.46 | 245, 364 
Co. | } 
27_.............| Akron, Ohio______| Firestone Tire & Rubber Co_-| 2,250,000 | 14.97 336, 825 
1056 _ _- i Lake Charles, La. do_. : 11, 650, 000 11.90 | 1.386, 350 
og3..... wis Port Neches, Tex.; Goodrich-Gulf Chemicals, Inc_| 13, 000, 000 9.10 | 1, 183, 000 
Nee .| Akron, Ohio--. Goodyear Synthetic Rubber 2, 075, 000 14. 97 310, 627 
Corp. 
OE 6 cecasnia - Houston, Tex. .do_. . ..| 11, 889, 000 10.11 | 1,201, 977 
983-A___. Port Neches, Tex_| Texas-United States Chemical | 11, 500, 000 10.00 | 1, 150, 000 
Co. 
.... Naugatuck, Conn_| United States Rubber Co. 3, 200, 000 7. 67 245, 440 
572 = Baton Rouge, La_.| Esso Standard Oil Co 14, 857, 000 6. 69 993, 933. 
1082 fn Baytown, Tex Humble Oil & Refining Co___.| 17, 500,000 10.77 | 1,884,750 
Integrated plants: } 
52 t ne). . . ‘ 
ae fan *s) wi \Baton Rouge, La..| Copolymer Corp-- J 10, 000, 000 9. 35 935, 000 
bs a aaa \Borger, Tex __| Phillips Chemical Co | 23,625,000 | 13.16 | 3,109,050 
963 (butadiene) - | | 
929 (styrene) ..... >Los Angeles, Calif.) Shell Chemical Corp__._.....-| 30,000, 000 8.76 | 2,628, 000 
611 (GR-S) | 
Total_- 


—< ras =! __.|255, 959, 000 | _. 24) 826, 519 


ExHIsIT B 


FAIRFIELD RUBBER Co., INC., 
Norwalk, Conn., March 7, 1955. 
Representative SIDNEY YATES, 
New House Office Building, Washington, D.C. 


DeAR Mr. YATES: I had the pleasure of talking with your Mr. Gibbons this 
morning and asked him to convey to you my opposition to the sale of the rubber 
plants to the large rubber manufacturers. The small rubber manufacturer has 
built his business on the fact that he could purchase his rubber just as cheap as 
the large manufacturer—for there was a free rubber market for natural rubber 
and a fixed price to all by the Government for synthetic rubber. Now the sev- 
eral hundred small manufacturers will be at the mercy of a very few large manu- 
facturers. 

The small manufacturer must now purchase his rubber in a market where the 
price is set by his large competitor. If the latter chooses to raise the price of 
rubber and then take only a profit on the rubber and not on the finished product 
he forces the little fellow out of business, for the little fellow must necessarily 
raise his price when rubber price is raised in order to maintain his profit. But 
the large manufacturer is making his profit on the rubber and need not raise the 
price on his finished product. 

The fact that 20 percent of the rubber manufactured will be in the hands of 
other than large rubber manufacturers has little bearing on the matter for this 
20 percent would doubtless go along with any raise in rubber price for it would 
mean more profit to them. 

We are utterly opposed to the sale of these plants to rubber manufacturers. 
Your assistance would be greatly appreciated. 

Very truly yours, 
Gro. W. WINCHESTER, Sr., President. 








z 
- 


3 








int 
im 


400: 


364 
$25 
350 
000 
627 
977 
000 
440 
933. 
750 


000 


050 


000. 
519 


his 
er 
as 


er 
BV- 
1u- 


he 
of 
ict 
ily 
put 
he 


of 
his 
ld 





we 


=e il 











1043 


The Cuarrman. Thank you, Mr. Yates, for the very thorough state- 
ment that you have submitted to the committee. 

I am going to ask Mr. Blandford to give this statement to Mr. Petti- 
bone, the Chairman of the Commission. There are many questions 
raised here. When the Commission is put on the stand, I think they 
should be answered. 

And I want Mr. Blandford to give the Commission a copy of it, if 
they haven’t got it, because I want to ask some questions about certain 
things that have been raised by this statement of our colleague from 
Illinois. 

Thank you very much. 

Mr. Yates. Thank you. 

Mr. Rivers. Mr. Chairman, may I ask the gentleman one question ¢ 

The CuHarrman. Yes. Wait 1 minute. Is Mr. Pettibone in the com- 
mittee room ¢ 

Mr. Buanprorp. Yes, sir. 

The Cuatrman. Is Mr. Pettibone, the Chairman, here ¢ 

Mr. Perrizone. Yes, sir. 

The Cuarrman. And the other members of the Commission. I want 
you to take this statement and I want you to read it and study it. Be- 
‘rause I think the committee will want to examine you on a great many 
points developed by Mr. Yates. When you take the stand, we hope 
that you will be able to answer certain questions raised by Mr. Yates 
in this statement. 

Mr. Perrizone. Yes, Mr, Chairman. 

The Cuarrman. Thank you very much. 

Thank you, Mr, Yates. 

Mr. Pricer. Mr. Chairman—— 

Mr. Rivers. Mr. Chairman, I want to ask—— 

The CuatrMan. Mr. Rivers. 

Mr. Rivers. I, too, think the gentleman has made a very fine state- 
ment and one that provokes a lot of thought on our part. And I 
want to ask you this: 

Do you feel that the antitrust feature has not been gone into suffi- 
ciently by the Department of Justice, or do your experts advise you 
that maybe it should be gone into a little further ? 

Mr. Yares. Mr. Rivers, my own personal opinion is that it has not. 

Mr. Rivers. Do you feel that we would gain something by having 
the Attorney General or one of his representatives testify on that 
feature ? 

Mr. Yates. I feel so strongly about this, Mr. Rivers, that I believe 
your committee would be remiss if you did not do so. 

Mr. Rivers. Thank you. 

Mr. Price. Mr, Chairman. 

The Cuatrman. Yes, Mr. Price. 

Mr. Price. I want to take this time to compliment the gentleman 
from Illinois, my colleague, on a very brilliant and splendid state- 
ment. There is a lot of information in there that is very helpful 
to every member of the committee. 

The CHarMan. Well, he has raised questions in my opinion that 
we must have answers on from the Commission. 

Mr, Rivers. That is right. 
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The CHarrman. We are going to hear both sides of this. That is 
the reason I referred this statement to the Commission. We will have 
to examine the Commission along certain lines that are developed in 
Mr. Yates’ prepared statement. 

Mr. Yares. I thank you, Mr. Chairman, and I thank the members 
of the committee. 

The Cuarrman. Thank you, Mr. Yates. I will let you go back to 
the Appropriations Committee. 

Mr. Yates. As a matter of fact, they have had a meeting since 
10: 30, Mr. Chairman. ; 

The Cuarrman. All right. 

I think the next thing I want to take up now—I think it is an im- 
portant point—is that we should have the Minnesota Mining Co., who 
has a complaint, to present its views. 

Who is here from Minnesota Mining Co., Mr. Blandford ? 

Mr. Buanprorp. Mr. Blalock and Mr. Connolly. 

The CHatrman. Yes. Is Mr. Blalock here? Come around here, 
Mr. Blalock. All you gentlemen sit around the table and draw up 
a chair. 

Mr. Buiatock. Mr. Chairman 

The CHarrMan. One minute. 

Mr. Coxe. Before starting with these witnesses, Mr. Gavin raised 
a rather very important point, I thought, when he asked Mr. Yates 
if the Select Committee on Small Business had received any com- 
plaints from small business with respect to this Disposal Commission. 

Mr. Yates indicated that he did not know whether such complaints 
had been received. 

Now, my question is whether this committee has received complaints 
from small business. 

The CHatrman. I will ask the staff: Have we received any com- 
plaints from anybody about this matter ? 

Mr. Buanprorp. The only complaints that the committee has re- 
ceived, Mr. Chairman, are complaints from warehousemen who are 
now warehousing rubber, synthetic rubber, in plants owned by these 
warehousemen. 

Mr. Snort. I suspect I have received more of them than all other 
members of the committee. 

Mr. BLanprorp. Yes, sir. It was a form letter that was sent to these 
warehousemen from a warehouse agent representative here in Wash- 
ington. That is all we received. 

Mr. Cote. Have we received any complaints from users of synthetic 
rubber ? 

Mr. Bianprorp. No. 

Mr. Smarr. That is correct. 

The CHarrman. Notaone. I want to say 

Mr. Gavin. At that point, am I correct, Mr. Yates said there were 
800 small operators 

The CuarrMan. 800; that is right. 

Mr. Gavin. 800. I asked the question and he was unable, he said 
because of the stress of his work, to give particular attention to that 
phase of the situation. Then he came back, on page 12, and he said: 


Complaints of this nature have been persistent and voluminous before the 
House Select Committee on Small Business. 
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The CHatrman. Anyhow, I will make this 

Mr. Gavin. Although—as evidence he merely submits one letter 
that was evidently from a constituent in his district—that is the evi- 
dence that small business—— 

Mr. Suort. Not his district. 

Mr. Gavin. In Connecticut, as evidence that small operators are 
fearful that their operations might be jeopardized if this matter is 
consummated. 

Mr. Buanprorp. No, sir. What Mr. Yates was talking about are the 
complaints that the Small Business Committee has “received—and 
they have received many complaints—about the problem that the in- 
dependent tire dealer has because of the tie-ins between oil companies 
and tire manufacturers in the distribution of those tires. That is an 
entirely different—it is not an entirely different matter, but it is not 
directly related to this particular question of disposal insofar as Mr. 
Yates was referring to it. 

Mr. Gavin. That is right. That is what I was trying to determine, 
where these complaints were coming from. 

Mr. Price. Mr. Chairman, on that point, may I state that I imagine 
every Member of Congress has frequently had these sorts of com- 
plaints. 

The Cuatrman. All right. 

Now, members of the committee, have we a letter here from the 
Minnesota Mining Co. ? 

Mr. Bianprorp. We have one here, Mr. Chairman. 

The CuarrmMan. The Minnesota Mining Co. is complaining in re- 
gard to the package sale to Shell. That is correct, is it not ? 

Mr. Connouiy. Package bid, Mr. Chairman. 

The Cuairman. All right, the package bid to Shell. All right. 

Now, the Minnesota Mining Co. sent a letter to that effect and then a 
gentleman from Texas, Mr. “Blalock, called to see me—you are the 
general counselor of the Minnesota Co. ? 

Mr. Conno.ty. I am the general counsel. The statement is by our 
president. 

The CuatrMan. I can’t understand. 

Mr. Connotty. I am the general counsel. The statement is by our 
president. 

The Catrman. Oh, yes. Now, this statement is by Mr. Connolly. 
Now, what is your name? 

Mr. Connotxy. I don’t know what you are referring to. Our presi- 
dent wrote a letter— 

The CHatrman. I am just trying—who are you? 

Mr. Connotiy. My name is John L. Connolly. I am appearing on 
behalf of Minnesota Mining. 

The Cuatrman. All right. What relation have you to the Minne- 
sota Mining & Manufacturing Co. ? 

Mr. Connouzy. I am secretary and general counsel and a member 
of its board. 

The Cratrman. All right. 

New, we have a statement from the general counselor objecting to 
the package bid of Shell. That is the issue, is it not ? 

Mr. Connotiy. That is right. 

The Cratrman. All right. Now, let’s get right down to the busi- 
ness of it and see what is your viewpoint about it. Go ahead. 
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Now, here is the letter. Put it in the record. Put this letter in 
the record. 

All right, now go ahead, Mr. Connolly. 

Mr. Connotiy. Am I not coming through to the chairman on this 
microphone / 

The CuarrmMan. Something is wrong somewhere down there. 

Mr. Gavin. I don’t think you are. 

Mr. Smarr. Nothing is wrong. 

Mr. Huppreston. I can hear him. 

The CHarrman. Allright. go ahead. 


STATEMENT BY JOHN L. CONNOLLY, ST. PAUL, MINN., ON BEHALF 
OF MINNESOTA MINING & MANUFACTURING CO. 


Mr. Connouiiy. I appear on behalf of the Minnesota Mining & 
Manufacturing Co. Its principal offices are in St. Paul, Minn. I 
am secretary, general counsel, and a member of its board of directors. 
1 am also secretary and general counsel for the Midland Rubber Corp., 
which is the present operator of Plancors 611, located at Torrance, 
Calif. And Midland Rubber is a wholly owned subsidiary of Min- 
nesota Mining. 

Paragraph 2: In the interest of time, I will ask the reporter to 
place that in the record. It states the business that Minnesota is 
presently engaged in and how long it has been in the business. 

The Cuatrman. All right, put that in the record. 

(The paragraph follows:) 

Minnesota has been engaged in the manufacturing business since 1902 and, 
at the present time, among other things, it manufactures and sells surface-coated 
abrasives, pressure sensitive adhesive tapes, adhesives and coating, graphic 
arts products, electrical insulating products. miscellaneous coated products such 
as sound-recording tape, decorative ribbons, and the sale of coated granules for 
use in the roofing and siding industries. 

Mr. Connouuiy. Minnesota has been interested, either as a stock- 
holder in corporations organized to manage and operate Government- 
owned synthetic-rubber plants, or as one of the operators of a syn- 
thetic-rubber plant, since November 1942. We favor the disposal 
of all of the Government-owned synthetic-rubber facilities, all rubber 
facilities. In the main, Mr. Pettibone, Chairman of the Commission, 
and his associates. performed a difficult task well. We offer our con- 
g¢ratulations to them. 

But to only prove that they are human, we feel that they made a 
mistake in improperly recommending the sale of Plancors 611, 929, 
and 963 to Shell Chemical Corp. for the reasons hereinafter set forth. 

Now, this, members of the committee, is not a question of whether 
Minnesota was personally damaged or if it could prove damages 
before this committee. ‘This isa question that any citizen is authorized 
to bring before your committee. The sole question is: Did the Com- 
mission follow the law setup and whether or not Minnesota was 
damaged or whether or not any of the other unsuccessful bidders 
on those facilities were damaged is beside the question, in my opinion. 

The Cuainman. We agree with you on that. 

Mr. Connotiy. Now, I would like to also ask the reporter, in the 
interest of conserving time, if he would put into the record the pro- 
visions on page 2, in which I cite certain sections of the act. 
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The Cuatrman. Without objection, let the whole statement, as sub- 
mitted, be placed in the record. 
(The statement follows :) 


Sections 3 (a), 3 (b), 7 (a), 7 (b), 7 (b) (2),7 (b) (4), 7 (b) (5), section 9 
{d), section 16 and section 21 (c) of Public Law 205 provide, in part, as follows: 

“Section 3 (a): There is thereby established a Rubber Producing Facilities 
Disposal Commission, hereinafter referred to as the Commission, * * *” 

“Section 3 (b): With respect to the Government-owned rubber producing facil- 
ities it shall be the duty of the Commission, and it is authorized in accordance 
with the provisions of this Act (1) to invite and receive proposals for the purchase 
of the facilities; to negotiate for their sale and make recommendations therefor 
to the Congress ; to enter into appropriate contracts for their sale, which contracts 
shall be binding upon the Government and the prospective purchasers upon their 
execution subject only to the further provisions of this Act; * * *” 

“Section 7 (a) : The Commission shall invite, upon adequate notice and adver- 
tisement, proposals for the purchase of the Government-owned rubber producing 
facilities, hereinafter referred to as the ‘facilities’ * * * .” 

“Section 7 (b): Proposals shall be in writing, and shall contain, among other 
things— 

we i ** * 

“(2) the facility or facilities which are to be purchased, and the order of 
preference if more than one facility is proposed to be purchased; or the other 
of preference if proposals are submitted on more than one facility, if only 
one facility is proposed to be purchased ; 

**(3) ** * 

“(4) the amount proposed to be paid for each of the facilities * * * 

“(5) the general terms and conditions which the prospective purchaser 
of a copolymer facility would be willing to accept in order to make the end 
product of such facility available for sale to small buSiness enterprises, 
and the general terms and conditions which the prospective purchaser of a 
butadiene or styrene facility would be willing to accept in order to make 
the end product of such facility available for sale to purchasers of copolymer 
facilities.” 

“Section 9 (d): No rubber producing facility shall be sold or leased except 
in accordance with this Act or in accordance with section 7 (d) (4) of the Rub- 
ber Act of 1948, as amended.” 

“Section 16: In arriving at its recommendations for the disposal of the facil- 
ities, the Commission shall use, as the basis for negotiating the sale of each 
facility the highest amount proposed to be paid for each facility, if in the opinion 
of the Commission the highest amount proposed to be paid was a bona fide pro- 
posal and was submitted by a person competent to operate a rubber producing 
facility; * * *. That in using such highest proposed amount as a basis for 
negotiations the Commission may negotiate with respect to any facility with 
any person who submitted a proposal on that or any similar facility and may 
recommend sale of any facility to any person who submitted a proposal on that 
or any similar facility at a price which is equal to, higher than, or lower than 
the highest amount proposed to be paid for each facility as the Commission de- 
termines will best effectuate the purposes of this Act.” 

“Section 21 (c): The term ‘rubber producing facilities’ means facilities in 
whole or in part, for the manufacture of synthetic rubber, and the component 
materials thereof, including but not limited to, buildings and laud in which or on 
which such facilities may be located and all machinery and utilities associated 
therewith.” 


Mr. Connotiy. Now, on November 18, 1953, the Commission invited 
proposals for the disposition of 27 separate Government-owned syn- 
thetic rubber facilities. These facilities consisted of: 13 plants for 
the manufacture of butadiene-styrene-type rubber (GR-S) ; 2 plants 
for the manufacture of butyl rubber (GR-I) ; 1 plant for the manu- 
facture of styrene; 8 plants for the manufacture of butadiene; | plant 
for the manufacture of DDM, and 2 plants for the manufacture of 
butadiene from alcohol, a total of 27 plants. 

Now, the last two plants could either be sold or leased. 
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On November 25, 1953, the Commission issued release No. 1, para- 
graph 4 of which reads in part as follows: 

4. Proposals shall state the amount proposed to be paid for each of the 
facilities. Where a proposal contemplates acquisition of several facilities for 
integrated operation, it shall state separately the aggregate amount proposed 
to be paid for such facilities on such an integrated basis, and the amount other- 


wise proposed to be paid for each of the facilities in question on an individual 
basis * * *, 


The Commission’s invitation for proposals stated : 


In accordance with the terms of the act, negotiations for the sale of each type 
of plant (i. e. GR-S, GR-I, butadiene, etc.) will be limited to those persons 
having submitted a proposal for the purchase of such type plant. 

The Commission pointed out to prospective purchasers the man- 
datory provisions of the act. 

And I want to say to the members of this committee Minnesota’s 
counsel and its associates’ counsel considered very, very carefully what 
provisions should be contained in their bid. And they consulted with 
the attorneys for the Commission to see that they were complying with 
the proposed regulations issued by the Commission and the law as 
passed by Congress. 

Now, Minnesota, Midland, and Edwin W. Pauley submitted to the 
Commission a time proposal, without qualification, and no strings 
attached to it, for the purchase of Plancor 611, at a price of $2,500,000, 
which on negotiation with the Commission, was increased to $3 million. 

Now, I want to say on that particular plancor we were not the high 
bidder, but I want to call your attention, members of this committee, 
that the high bid was not the sole criteria as to whether or not you were 
to have the plant. 

The Commission received a proposal from Shell for the purchase 
of Plancors 611, 629, and 963, for a lump-sum package price of $27 
million, and I understand on negotiations it was raised to $30 million 
and was recommended. 

Now, let me call your attention to this provision in Shell’s proposal : 

We do not state any order of preference for the purchase of the foregoing 
facilities for the reason that we do not propose to purchase individual facili- 
ties * * *. Wedo not state the amount we propose to pay for any of the facilities 
on an individual basis as we do not propose to purchase individual facilities. 

Public Law 205 was enacted after full hearing in both Houses of 
Congress and all of its provisions were considered very carefully. 

In our opinion, Shell’s proposal to purchase did not comply with 
the provisions of Public Law 205, in that Shell failed to state the 
amount to be paid for each of the facilities proposed to be purchased, 
namely, Plancor 611, 929, and 963; that Shell’s proposal in failing 
to state the amount to be paid for each of the facilities cannot be con- 
sidered ; that Shell was not eligible to negotiate with the Commission 
for the purchase of any of the facilities offered for sale; that Shell 
was not eligible to purchase said facilities, and that the Commission’s 
recommendation that these facilities be sold to Shell is improper and 
a nullity. 

Compliance with section 7 (b) is mandatory. We quote the fol- 
lowing from the House Committee Report 593, pages 7 and 9: 


7 (b) is extremely important, for this provision states what must— 
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And I underscore the word “must”— 


be contained in bids. This is a protection for the Government as well as the 
bidder * * *. Paragraph 4 of subsection 7 (b) is mechanical in nature and 
requires the bidder to indicate the amount proposed to be paid for each of the 
facilities * * *. 

Now, we also call your attention to the following colloquy which 
took place on the floor of the Senate : 

Mr. JOHNSON of CoLorapo: I wish to ask whether all the plants other than 
the three alcohol butadiene plants, will be sold in a single package, or whether 
they will be sold plant by plant, on bids on a plant-by-plant basis? 

Mr. CAPEHART: They will be sold on the basis of plant-by-plant proposals; 
and the sales will be made plant by plant. 

The Cuatrman. May I interrupt you there? 

Mr. Connotity. You may, Mr. Chairman. 

The CHarmrMaAn. While you were discussing section 7 (b) of 4, 
paragraph 4, why not comment on section 7 (b) (5) ? 

Mr. Connotiy. (b) (5) ? 

The CuatrmMan. (b) (5). 

Mr. Conno.ty. I intend to do that. In view of the fact that I am 
notified that the members of the Commission received an opinion from 
my old friend, John J. Courtney of St. Paul, Minn., whom I have 
known for many years and known favorably, I would like to comment 
on John’s opinion. 

The Cuamman. Yes, sir. Let’s go ahead with your statement and 
then we will take that up. 

Mr. Connotiy. Very well. I will continue with the statement and 
then I would like to have the privilege of commenting. 

The Cuarrman. All right. 

Mr. Connouty. As the House report states, a compliance with para- 
graph 4, subsection 7 (b) is required in the proposal to purchase and 
if not followed, the proposal to purchase is a nullity and cannot prop- 
erly be considered by the Commission as a proposal to purchase. ‘To 
us, this seems clear and unambiguous. 

Government-owned rubber-producing facilities are referred to as 
“facilities” in section 7 (a). The term “rubber producing facilities” 
is defined in section 21 (c) as meaning facilities, in whole or in part, 
for the manufacture of synthetic rubber, and the component mate- 
rials thereof, including, but not limited to, buildings and lands in 
which or on which such facilities may be located and all machinery 
and utilities associated therewith. We fell that the term “facilities” 
means only one thing—the 27 plants offered for sale, or any combi- 
nations of such plants, and that the term “each facility” can have but 
one meaning, that is, any one of the 27 plants offered for sale. 

When you add the word “each” before the word “facility” you 
define it. 

The Commission in issuing release No. 1, referred to above, con- 
strued section 7 (b) (4) of the Act the same as we are construing it. 
And in issuing instructions in regard to who shall be eligible to nego- 
tiate for the purchase of a facility, construed section 16 in the same 
manner in which we do. Under section 16, as passed by the Senate, it 
would have been possible for a bidder to submit a proposal on a copoly- 
mer facility and by virtue of the proposal be accorded the right to 
negotiate for a butadiene or styrene facility without having submitted 
any initial proposal on a butadiene or styrene facility. 
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In the conference on the Senate and House bills, this was deemed 
unfair, and I quote from page 17. 


The language that was stricken out and added to the bill, com- 


mittee comments, as follows: 


This language will permit a bidder on a copolymer facility to negotiate for 
the purchase of another copolymer facility or it will permit a bidder on a buta- 
diene facility to be considered for the purchase of another butadiene facility, 
but it will not permit a bidder on a copolymer facility to be considered for the 
purchase of a butadiene facility on the basis of that bid, nor will it permit bid- 
ders on an expensive catalyst plant to negotiate for other much more expensive 
facilities. 

The provision was changed to require that as a prerequisite to 
negotiation with any person, that person had to have submitted a pro- 
posal on that or a similar facility. Minnesota and its associates, hav- 
ing complied with the act and submitted a valid proposal to purchase 
Plancor 611, a copolymer plant, were eligible to negotiate with the 
Commission on Plancor 611, or any other copolymer plant offered for 
sale, but were not eligible to negotiate for the purchase of a butadiene 
or styrene plant, or to purchase any butadiene or styrene plant. 

In other words, gentlemen, we were confined to the purchase of a 
copolymer plant. 

Congress evidently wanted all interested parties to commit them- 
selves in a manner that could be used by the Commission as a basis for 
intelligent negotiation. Unallocated lump sum package bids are not 
in accord with this policy because the Commission is unable to deter- 
mine the highest bid for any facility covered by such a bid and may 
thus be unable to negotiate intelligently. It is no accident at all suc- 
cessful prospective purchasers, with the exception of Shell, did state 
separately the aggregate amount proposed to be paid for the facilities 
proposed to be purchased by them on an integrated operation, and 
stated separately the aggregate amount proposed to be paid for each 
of the facilities proposed to be purchased on an individual basis. 

For example, Standard Oil Company of California submitted a 
proposal for the purchase of four different plants and stated : 

Purchaser offers to pay the sum of $16,600,000 for all the facilities defined in 
the proposal. The price proposed to be paid for each of the facilities except 
Plancor 611 on an individual basis is set forth in purchaser’s alternative pro- 
posals. The price otherwise to be paid for Plancor 611 on an individual basis 
is $3,500,000. 

And in addition thereto, an examination of Standard’s proposal 
will show that the total aggregate amount which it proposed to pay 
for each facility separately totaled $16 million. In addition, Standard 
submitted a lump-sum package bid for all four of the facilities and 
offered to pay $16,600,000 under its combination bid, which amount 
was $600,000 in excess of the total of the separate amounts, which in- 
dicates to us and should have indicated to the Commission that it was 
important to know what a buyer would pay on a lump sum, and to also 
know what he would be willing to pay on an individual basis. 

Phillips bid upon two facilities. It specified the amount proposed 
to be paid for each facility separately. It stated its preference be- 
tween the 2 facilities, and in addition, Phillips proposed to pay a lump 
sum for the 2 facilities in an amount which was $1,001,000 greater than 
the aggregate amount proposed to be paid for the 2 facilities sepa- 
rately, which again bears out what I just told you, that in a lump-sum 
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bid they would pay $1,001,000 more, but on an individual plant bid, 
where they only bought 1 or 2, they wouldn’t pay on that same ratio. 

Now, the Commission, in its report to Congress, page 28, recognized 
that Shell had refused to state the amount proposed to be paid by it for 
each facility, as required by Public Law 205, and stated as follows: 

At the same time there were three proposals for the west coast copolymer 
plant, including the package bid of Shell Chemical Corp., amounting to $30 mil- 
lion, for the styrene plant, the butadiene plant at Torrence, Calif., and the co- 
polymer plant. Shell stated at the outset that its interest was only in the 
acquisition of all three plants for integrated operation. It wanted no single plant 
and no combination of two. It represented that its proposal was calculated solely 
on this basis, and consequently declined to assign figures to each of the three 
facilities. Shell’s package bid represented the highest amount offered to the Com- 
mission for the three plants. 

The emphasis in those statements is supplied by us. That is the 
end of the quotation. 

Congress wisely provided in the act for a “look-see” before the ree- 
ommendations of the Commission became final. The matter is here 
for the consideration of Congress. Congress has the last say, and in 
conclusion, we repeat that Shell’s proposal was not in compliance with 
Public Law 205, 88d Congress, in that the Shell proposal did not state 
the amount proposed to be paid for each of the facilities on an in- 
dividual basis, but only the amount proposed to be paid for three facil- 
ities on an integrated basis. Their proposal, having failed to comply 
with the provisions of the act, is a nullity and should not be considered 
by the Commission, 

Now I would like to address myself to Mr. Courtney’s statement. 

Phe CuairMan. Suppose we permit Mr. Courtney to make his state- 
ment and then you answer it. I think that would be more in line—— 

Mr. ConnELLy. Whatever the committee desires. 

The Cuarrman. Now, Mr. Courtney. 

Mr. Smart, give Mr. Connolly—these two Minnesota friends, a seat 
by each other. 

Come around, Mr. Courtney. Now, Mr. Courtney, when we re- 
ceived the letter from the Minnesota Mining Co., we examined it and 
we sent a copy of it to the Commission. I have the Commission’s 
answer here to the position of the Minnesota Mining Co. We pro- 
ceeded to study this question. I am going to put in the record—or we 
will ask the Commission to reply to Mr. Connolly’s statement when 
we put them on the stand. 

Now, from our viewpoint, what is our contention with regard to 
the position of the Minnesota Mining Co. in opposition to the package 
sale to Shell ? 

Mr. Courtney. Mr. Chairman, I have written an opinion for you 
which I think has been circulated to the membership, and while I 
regret the necessity of differing with my longtime friend from the same 
bar of which I have been a member for a great many years, neverthe- 
less the facts and the law in this case seem to indicate to me—— 

The CuatrmMan. Talk out a little bit louder. 

Mr. Courtney (continuing). That the position of the Minnesota 
Mining Co. is not sustained. 

Now, with your permission, Mr. Chairman, I should like to go 
through the sections of the statute which, in my opinion, are pertinent. 

The CrarrmMan. Go right ahead. 








Mr. Courtney. Minnesota Mining cities Public Law 205, 83d Con- 
gress, section 7 (b) (4) that the bid documents : 

(b) * * * shall be in writing, and shall contain, among other things * * *. 

(4) the amount proposed to be paid of each of the facilities, * * *. 

In a release giving instructions and information to bidders, RPF 
Disposal Commission stated : 

4. Proposals shall state the amount proposed to be paid for each of the facili- 
mF >> 

Shell Chemical Corp. submitted a proposal without giving the price 
assigned to each of the three plants: 

We do not state the amounts we propose to pay for any of the facilities on an 
individual basis as we do not propose to purchase individual facilities. 

RPF Disposal Commission recommended acceptance of the combined 
bid of Shell Chemical and called attention to its proposal which stated 
that “its interest was only in the acquisition of all three plants for inte- 
grated operation,” for which reason it “declined to assign figures to 
each of the three facilities.” Shell Chemical Corp.’s bid was the 
highest of the aggregate bids for all three properties. 

Minnesota Mining now contends that the bid is invalid because it 
did not comply with section 7 (b) (4) nor instruction to bidders, re- 
lease No. 1, paragraph 4. 

Minnesota Mining contends it is immaterial whether or not Shell 
Chemical’s bid for the three plants was in the aggregate the highest. 
It also contends that the RPF Commission “gave Shell an undue 
advantage not permitted by law” and urges the rejection of the bid and 
legislation authorizing the Commission to negotiate new contracts for 
the sale of these plants. 

Provisions of the act: I disagree with the contention of Minnesota 
Mining. 

Section 7 (b) (4) is not to be read by itself. There must be read 
with it section 7 (b) (5), which is as follows: 

(5) The general terms and conditions which the prospective purchaser of a 
copolymer facility would be willing to accept in order to make the end product 
of such facility available for sale to small-business enterprises, and the general 
terms and conditions which the prospective purchaser of a butadiene or styrene 
facility would be willing to accept in order to make the end product of such 
facility available for sale to purchasers of copolymer facilities. 

In my opinion, Shell Chemical complies with this section. 

There must also be considered section 2, the declared purpose of the 
act, which is to effectuate the policies set forth in the Rubber Act of 
1948, as amended, for the development within the United States of 
a “free, competitive, svnthetic rubber industry.” 

Likewise, section 3 (b) (3) authorizes the Commission 
to take such action and exercise such powers as may be necessary or appropriate 
to effectuate the purposes of this act. 

Section 7 (a), concerning advertisement for proposals, states: 


The advertisement shall * * * contain such specifications and reservations 
* * * as the Commission in its discretion determines will best effectuate the 
purposes of this act. 


Section 7 (b), which follows, merely directs that the proposals shall 


contain six enumerated items of information, “among other 
na? *- +> 
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Thus the Commission is not limited to the six items enumerated in 
this section. The bid information is advisory only. The basic ob- 
jective is to “effectuate the purposes of this act.’ 

Section 16 does not limit negotiations to the highest bidder. In- 
stead, negotiations are authorized with any person— 
at a price which is equal to, higher than, or lower than the highest amount pro- 
posed to be paid for each facility as the Commission determines will best ef- 
fectuate the purposes of this act. 

Mr. Chairman, I have enumerated the sales criteria, seven in num- 
ber, which are set forth in section 17. And they have been repeated 
on several occasions during the course of this testimony. 

The Cuarrman. Read it on, just like it is. 

Mr. Courtney. The first is: 

1. To afford small-business enterprises and users a fair share of 
the end products of the facilities sold and at fair prices; 

2. Technical competence of the purchaser ; 

3. Development of a free, competitive, synthetic rubber industry ; 

4. Purchase in good faith; 

5. Full fair value, taking into consideration the policy established 
in the act; 

6. Disposal consistent with national security ; and 

7. That the purchasers will be able to produce not less than 500,000 
long tons of general-purpose synthetic rubber, and not less than 
43,000 long tons of butyl. 

Section 21 (c) of the act defines “rubber-producing facilities” as 
“facilities, in whole or in part, for the manufacture of synthetic rub- 
ber or the components thereof * * *” and subsection (d) defines “com- 
ponent materials” as “material. raw, semifinished, and finished, neces- 
sary for the manufacture of synthetic rubber.” 

Under this definition a combination of styrene, butadiene, and 
copolymer plants in a single operation in my opinion complies with 
the definition of a “facility.” 

Argument on the objection: 

(a) Minnesota Mining apparently relies upon the word “shall” as 
being a mandate to the Commission requiring it to receive separate 
prices on each of the three plants in question. Such an interpreta- 
tion of the word “shall” as being mandatory cannot be sustained 
because legislative intent governs at all times. 

The rule of statutory construction cases of this kind is well settled. 
See 7'riangle Candy Company v. U.S. (144 F. 2d 195; C. C. A. 9th, 
1944), holding that where the purpose of the law is protection of the 
Government by guidance of its officials rather than granting of rights 
to private citizens, the word “shall” is construed to be directory and 
not mandatory. Here the purpose of the section in question is only 
for guidance of the Commission to enable it to “effectuate the purposes 
of the act.” 

By no stretch of the imagination is any prospective bidder “granted 
any rights” in the act. 

See also Vaughn v. John C. Winston Co. (83 F. 2d 370; C. C. A. 10, 
1936), holding that if the requirement is a “procedural detail” not 
going to the substance of the thing done or to be done, then it is 
directory. 

Upon the authorities it is settled that subsection (4) of section 7 (b) 
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is directory and not mandatory. The failure to fully comply with 
the “procedural detail” therein contained does not invalidate this 
transaction. 

(6) It is to be noted that the legislative intent of this section is 

stated in House Report 593, accompanying Public Law 205. That 
report states that subsection (4) of section 7 (b) is “mechanical in 
nature.” 
_ (ce) The intent of the act is the disposal of rubber plants at “full 
fair value” while at the same time assuring (1) that small business 
will have a source of supply at fair prices; and (2) continued com- 
petition among rubber producers (sec. 17). 

Shell Chemical Corp. undertakes to make the production of syn- 
thetic rubber from these three plants available for small business and 
for the general market. It does not consume, in its own business, the 
products of these three plants. 

Thus, the purposes of the act are “effectuated” by: 

1. Terms favorable to the Government (highest price) ; 

2. Conditions of the sale which favor production for small business 
(products are to be sold to small business on open market) ; 

3. Competition sought by the statute (certificate of Attorney Gen- 
eral). 

From the foregoing it is my opinion: 

1. That the recommendation of the Commission complies with the 
intent of the statute, to wit: sale at a favorable price; an assured 
market for small-business fabricators; and maintenance of competi- 
tion. 

2. Section 7 (b) (4), it is well settled, is directory and not manda- 
tory upon the authorities cited. It is a “procedural detail,” “mechan- 
ical in nature,’ “not going to the substance of the thing to be done.” 
This section is for the guidance of public officials and the protection 
of the Government and grants no rights to private citizens. 

3. Section 21 defining a “facility” when read with section 7 (b) 
(5) (with which Shell complied) and section 16 on “negotiations” 
plainly contemplates Commission action which will “effectuate the 
purposes of the act” and, therefore, the procedural detail in other 
sections is for guidance to this end. 

In my opinion, on the facts and on the law, the Commission is 
authorized by the act to make, the recommendations contained in its 
report concerning Plancors 611, 929, and 963. 

The Cuatrman. Thank you very much, Mr. Courtney. 

Now, right in that connection, I want to file, so the record will be 
chronological, the answer of the Commission that was sent up in re- 
sponse to the letter. However, when we put the Commission on the 
stand, we will go over that subject matter again, as we want to make 
it chronological. 

Mr. Price. Mr. Chairman, could I ask Mr. Courtney one question ? 

The CuHarrman. Yes. Put that in right behind Mr. Courtney’s 
statement, so we will have it all down there. 

Mr. Price. Under your opinion, would it have been possible for the 
Commission to authorize a package sale for all of the plants to one 
company ? 

Mr. Courtney. I think 

Mr. Smarr. No free enterprise. 
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Mr. Courtney. I think that would be prohibited under the intent 
of the act, which is that there be competition. 

Mr. Price. You just have a section here. That is, frankly, the 
position that Mr. Connolly takes, that when you divide it into any 
package deal, that you are not complying with the intent of the act. 
Just cut it in thirds. There are 27 plants involved. Say one-ninth 
of them are in a package deal and eight-ninths aren’t. Now, would 
it have been possible to put them all in the package deal ? 

Mr. Courtney. And not comply with the intent of the act, which 
is that there be competition. The act contemplates a breakup sale to 
a number, not defined in the statute. 

Now, specifically answering your question—— 

Mr. Price. I think that is Mr. Connolly’s position. 

Mr. Courtney. Specifically answering your question, section 5 con- 
templates integrated operation and action with respect to these plants. 

Now these three plants that are under consideration immediately 
are a copolymer, a styrene, and a butadiene plant. They are integrated 
in operation at the present time. They are in the ordinary processes 
of the business integrated in operation. 

The CHarrman. Now anything 

Mr. Courtney. May I call attention also to the fact, in that same 
connection, that one of the bids of Mr. Pauley’s company, which ap- 
pears at page 139 of the Commission’s report, while it gives a separate 
bid or a separate amount stated for each of the two pl ints upon which 
he bids, states specifically that one plant will not be taken without the 
other. 

So what you are dealing with in that case is an integrated or a 
combined bid. Because the : operation of necessity depends upon feed- 
stock—butadiene being feedstock, as I understand it, for a styrene 
plant and a refinery, in turn, being essential to a butadiene plant. The 
one is dependent upon the other. 

The Cuarrman. Now get this in your mind. Shell bid on all three. 
Minnesota Mining bid on a copolymer plant. Mr. Pauley bid on a 
copolymer and butadiene plant. And no one was dealing with the 
little styrene plant, as far as those two bidders were ‘concerned. 
Now 

Mr. Wrinsteap. May I ask him a question? 

Mr. Kirpay. Well, did anybody bid on the styrene plant? 

The Cuairman. Oh, yes, Shell bid on the styrene plant. 

Mr. Kizpay. I mean other than Shell. 

The CuarrmMan. Other than Shell, nobody bid on it. 

Mr. Winsteap. May I ask a question 4 

The CHarrman. Yes. 

Mr. Wrnsteap. Did the end instructions the Commission sent out 
quote all the provisions of that law, or certain parts of it that they 
would not accept a bid unless it complied 

Mr. Courtney. I don’t think it stated. 

Mr. Winsreap. What did the instructions show? 

Mr. Courtney. I don’t think the instructions stated they would re- 
ject, unless there was full compliance. If I recollect, after having read 
the instructions, they merely recited the provisions, procedural provi- 
sions of the act. 

Mr. Durnam. Well, Mr. Chairman— 

The Cuatrman. Mr. Durham. 
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Mr. Durnam. Mr. Courtney, you didn’t address yourself in your | 
brief there at all to what I get here as the complaint. That is, in his 
last paragraph of his statement, by Mr. Connolly, he says— 


In that the Shell proposal did not state the amount proposed to be paid for each 
of the facilities on an individual basis. 


The Cuarrman. Well, that is the whole thing. That is the whole 
thing. : 

Mr. Courtney. That is the whole burden of my opinion, Mr. Dur- 
ham. 

The CHarrman. That is the whole point. 

Mr. Courrney. For whatever it may be worth, is it that it is a 
procedural detail? 

The CuHarrman. That is right. 

Mr. Courtney. And that it does not stultify the Commission from 
effectuating the basic purposes of the act. 

Mr. Durnam. I get your point. 

The Cuatrman. Now, in that connection—— 

Mr. Brooks. 

Mr. Brooks. Didn’t you also hold, in effect, that the three plants 
could be considered one facility ? 

Mr. Courtney. Under section B (5), as I say, you can’t separate 
that section out, section B (4), and treat it as a separate section, and 
ignore the other provisions of the act. : 

The Cuatrman. Now, Mr. Blandford, my recollection is, in study- 
ing this, that we have the proposal of Minnesota Mining and Mr. 
Pauley that was filed and all other proposals. 

Now, my recollection is that Mr. Pauley and Minnesota Mining 
conditioned their bid—now bear in mind, conditioned their bid—upon 
the Commission seeing that their end products were guaranteed to be 
sold. Now what does it say 

Mr. Connotiy. Could I say 

The Cuarrman. Wait a minute. I will let you have yoursay. What 
does the record show? 

Mr. BianpForp. Mr. Chairman, on page 129 of the appendix to the 
Commission’s report, which is the bid of the Minnesota Mining & 
Manufacturing Co., Midland Rubber Co., and Edwin W. Pauley, dated 
May 26, 1954, after the signatures of Mr. Connolly, Mr. Oaks, and 
Mr. Kerr, there is a memorandum brief which states: 











This brief is attached to and should be considered part of proposal to purchase 
the rubber-producing facility designated as Plancor 611. 


Item 7 of the memorandum brief states as follows: 


Offeror respectfully suggests to the Commission that in disposing of the other 
rovernment-owned rubber-producing facilities, that each of the ultimate pur- 

chasers thereof who operates a plant west of the Rocky Mountains, which plant 
uses GR-S, should agree as a condition of acquiring such other facility that it 
will, for a minimum period of 5 years from the effective date of sale, purchase the 
requirements for such west coast plant of GR-S from the facility in question at 
current market prices. 

Mr. Doyte. Mr. Chairman—— 

The Cuarrman. Why isn’t that a proposal to the effect that there 
must be a guaranteed purchaser of the end products, or else you don’t 
buy it? 

Mr. Doyte. Mr. Chairman 
Mr. Connotiy. Could I answer that now, Mr. Chairman ? 
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The Cuamman. Yes. We are going to open this matter up. I see 
everybody is getting excited. Mr. Pauley and the Minnesota Mining 
are quite popular people, but we are going to hold them down to the 
law. 

Mr. Wrnsreap. Mr. Chairman 

Mr. Conno.ty. I don’t want to get excited. 

The Cuatrman. Let’s get down to business. 

Mr. Winsreap. I don’t see where this bid had anything to do with 
what we are concerned with. 

The Cuarrman. Of course, they had something to do with it. 

Mr. Wrnsreap. The Minnesota people are not complaining about 
whether they got it or not, but whether the other was legal or not. It 
is a question of whether it was a legal contract or not. 

Mr. Puivein. Mr. Chairman 

The Cuatrrman. Mr. Philbin. 

Mr. Pumern. Might we hear the legal analysis of Mr. Connolly 
now ¢ 

The Cuairman. Yes. Iam going to ask him. 

Are you ready now or do you want to file a brief to meet the brief of 
your old friend from Minnesota / 

Mr. Connotiy. I am ready now. 

The Cuatrman, All right, proceed. 

Mr. Conno.iy. Let me first address myself to the statement by the 
chairman and Minnesota filed a conditional bid. I do not think that 
anybody can read the language just read by Mr. Blandford and say 
that it is conditioned at all. All we were doing is we were respectfully 
offering or suggesting that those things be put in the contract. We 
did not say if they are not in the contract that we will then pull out. 

As I view this, Mr. Chairman, and members of this committee, you 
first had to qualify or had to be eligible to receive a pass. You had to 
bid or make a proposal, and if that proposal was defective, you could 
not enter into negotiations with anybody. 

Our proposal is not defective. It is not conditional. And nobody 
can read it and come to that conclusion. Each and every person that 
put in a proposal was entitled to withdraw it at any time. But he was 
not entitled to come in after the date set and offer a proposal. And 
the Commission had just as much right in our opinion to negotiate 
for the sale of this plant with the United States who bid on no plants 
or no facilities. 

The CHatrman. Now, what else have you to say in regard to the 
legal position and the status as cited and the authority conferred in 
the act and the interpretation placed upon section 4, the interpretation 
upon section 5, and the general philosophy of the Disposal Act ? 

Mr. Connotiy. I will not address myself to any general philoso- 
phies, because I am not here for that purpose. 

The CuatrMan. All right. 

Mr. Connotiy. But I have considerable to say about the legal 
position of my friend, Mr. Courtney. 

The Crarman. Allright. Go ahead. 

Mr. Connotty. I want to say that Mr. Courtney has been misin- 
formed when he says that this was operated as an integrated plant. 
This was not operated as an integrated plant any more than any other 
plant. 
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And I would want to call the committee’s attention to the fact 
that separate and distinct brochures were put out for each plant. 
Here is the one on the copolymer [indicating], and here is the one— 
well, 929. I think that is styrene [indicating], and here is the one 
on the other. If you will 

The Cuarrman. What Mr. Courtney had reference to there was that 
the operators on the part of the Government on the west coast were 
operating the copolymer plant, the styrene plant and the butadiene 
plant. 

Mr. Connouxy. I did not hear you, Mr. Chairman, I am sorry, Mr. 
Chairman. 

The Cuarrman. Well, what I said didn’t matter much. [Laughter. | 

Mr. Connotiy. Well, let me continue, if I may, and that is that 
Minnesota Mining & Manufacturing Co. and Midland Rubber and its 
associates operated the copolymer plant from 1950, when it was taken 
out of mothballs, and are still operating it, and separate and distinct 
from the other plants. Butadiene was operated by Shell, as I under- 
stand it, and styrene by Dow. 

Now, there was a lot of these bidders misinformed if this is one 
facility and an integrated plant, for the reason that I think there were 
13 separate bidders for the styrene plant and there were more bidders 
than Minnesota and Standard—there was Minnesota and Standard 
on the copolymer plant. 

Now, I do not disagree with Mr. Courtney’s statement of what the 
facts are and what particular sections he calls my attention to, or 
your attention, I should say. 

I just disagree with the conclusion he reaches at the end. 

And I would like to end-—I would like to ask Mr. Courtney if he 
feels that section 7 (b) (5) is mandatory or is it directory. I say it 
is mandatory. And I don’t think it has anything to do with that. 

I say that each one of those provisions in 7(b) are mandatory, in- 
cluding (5), and they are not directory. 

And if you will look at (c), there, it uses the word “may,” “the 
Commission may.” 

And I would like to call your attention to certain decisions that have 
been rendered by the Supreme Court, and other courts, on the questions 
raised by Mr. Courtney. 

It just may seem strange, but I asked, when I heard about this opin- 
ion, that some research be done upon it. And the first case that my 
researcher comes up with is the case cited by Mr. Courtney. And I 
think that he only cited part of what the court said. I have no quarrel 
with what he cites, but I do quarrel with its application. 

Now, whenever the word “shall” is used in a statute, there is room 
for arugment as to whether the legislature intended that the word be 
construed, in its ordinary sense, as a command or whether it was 
intended as merely a suggestion, i. e., used in a directory sense. Count- 
less decisions of State and Federal courts have dealt with this question. 
Although the result has not been the same in each case, virtually all 
courts appear to take a fairly uniform approach to the question. It 
is perhaps best exemplified by the following statement contained in 
one of the cases cited by Mr. Courtney. And the citation is in my— 
in his statement, and in mine for the clerk’s reference : 

Whether a statutory requirement is mandatory in the sense that failure to 
comply therewith vitiates the action taken, or directory, can only be determined 













































by ascertaining the legislative intent. If a requirement is so essential a part of 
the plan that the legislative intent would be frustrated by a noncompliance, 
then itis mandatory. But if the requirement— 


and that is what Mr. Courney cited— 


is a detail of procedure which does not go to the substance of the thing done, 
then it is directory, and noncompliance does not invalidate the act. 

Now, I want to tell you gentlemen that in my opinion section 7 is 
very important. Can it be said that the Commission was not required 
to consult with the Attorney General, that that was purely permis- 
sive or directory? No. And in that particular section that directs 
them to do that, the word “shall” is used. And the word “shall” is used 
throughout section 7, and in many, many other places in the act. And 
when the word is used in a directory sense they say the Commission 
may, not “shall.” 

The word “shall,” and that is another case on which the citation is 
in—the word “shall,” and I am quoting— 
in its ordinary sense is imperative. When the word “shall” is used in a statute, 
and a right or benefit to anyone depends upon giving it an imperative construc- 
tion, then that word is to be regarded as peremptory. 

But the intent of the act controls, and when the spirit and purpose of 
the act require the word “shall” to be construed as permissive it will 
he done. 

Now 

Mr. Corr. Mr. Chairman, may I ask Mr. Connolly—— 

The CuarrMan. Yes. 

Mr. Coir. Just two questions. 

Do I understand the brunt of your argument is that the Shell bid 
was defective for the reason it did not specify a price for each of the 
three plants ? 

Mr. Connotty. That is absolutely my contention. 

Mr. Coir. Would your contention be the same if Shell’s bid had 
said, “We will give you $1 for (A) plant, $1 for (B) plant, $1 for (C) 
plant, and $27,000,003 for all three of them, and we won’t take any 
one but all?” 

Mr. Connotiy. That would be in a sense a literal compliance of 
the act. 

Mr. Corr. All right. 

Mr. Connotiy. And it would be up to the Commission and up to 
you gentlemen to say whether or not it complied. 

__Mr. Coin. My other question is: Would your argument be the same 
if Shell had said, “We will give you zero for A plant, zero for B plant, 
zero for C plant, but $27 million for all 3.” 

Mr. Conno.iy. No, it would not. 

Mr. Cote. What is the difference ? 

Mr. Price. There wouldn’t be any offer. 

Mr. Connotiy. You have no offer. 

Mr. Cote. What is the difference ? 

Mr. Connotiy. There wasn’t any amount. It must state the 
amount to be paid. 

Mr. Corr. The bid is zero for each plant, or $27 million for 3. 
Mr. Connouiy. It wouldn’t be an offer, 

The Cuairman. All right. Now, let’s proceed and get along. 

Mr. Rivers. Mr. Chairman, may I inquire of the witness? The in- 
tent of the statutes to be followed—wait, now. 
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Mr. Corr. Why spend a lot of time with all this legalistic stuff? 

The Cratrman. I am going to close it up right now. We have to 
be considerate. 

Mr. Connoiy. It was raised by your counsel, gentlemen, and I think 
in fairness to us it should be answered. 

The Cuarrman. That is right. Go ahead and answer the question. 

Mr. Rivers. I want to ask him a question. 

The CuarrMan. Go ahead. 

Mr. Rivers. Do you further contend that this is not an integrated 
operation 4 

Mr. Connotiy. Definitely not an integrated operation, and as I 
understand the testimony on page 306 of Mr. Pettibone before the 
Senate committee—page 302, that is—he stated they were separate 
plants, and had always been regarded by the Commission as separate 
plants. And they are no more integrated than any other plant in 
the whole facility, the 27, are integrated. 

If you will look at this one on styrene you will find that styrene was 
shipped from the west coast all over the country, even as far east as 
Connecticut. 

The Cuarrman. Now, go ahead, now, Mr. Connolly, and finish, if 
you have any further comments to make, so we can have a record on 
this. 

Mr. Core (Aside). 

Mr. Connouiy. Obviously, it would be impossible for the method 
prescribed by section 16 to be followed unless section 7 (b) (4) were 
mandatory. If this section were merely directory, the Commission 
would have to negotiate, as in fact it did, without being certain of 
what the highest bid was on each facility unless bidders voluntarily 
chose to specify an amount for each facility. 

And I might say I don’t think that Congress put those words in the 
statute to clutter up the space. 

Now, the leading case is E'scoe v. Zerbst. That is the United States 
Supreme Court. And that is cited in many of these others: 

Statutes are not directory when to put them in that category would result in 
serious impairment of the public or the private interests that they were intended 
to protect. 

I pointed out to you gentlemen that Standard’s bid was less for 
ach plant than it was on the entire amount. The public has an in- 
terest in this. And it isn’t any answer to that quotation and statement 
by he Supreme Court to say that these unsuccessful bidders have no 
interest in it. I say any citizen has an interest in finding out whether 
the law was compiled with or whether you are going to set up a pre- 
cedent here to guide what is going to happen in the future. You 
better consider it very, very carefully, gentlemen. 

The Cramman. That is right. Now, let me ask you this, Mr. Con- 
nolly. You appeared yesterday, did you not, before the Senate Bank- 
ing and Currency Committee ? 

Mr. Connoizy. I did not understand you. 

Mr. Courtney. You appeared yesterday 

The Cuamman. You appeared yesterday ¢ 

Mr. Conno.iy. The day before yesterday. 

The CHatrman. The day before yesterday. What decision, if any, 
was reached by the Banking and Currency Committee as to your 
contention ? 
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Mr. Connot_y. I have no way of knowing. 

The Cuarrman. As a result of your statement was any resolution 
introduced in the Senate yesterday concerning this part of the sale 
after you had raised the question ? 

Mr. Connotty. I have no way of knowing. I have not checked. 

The Cuarrman. All right. 

Mr. Connotity. And nobody has advised me that such an action had 
been taken. 

The CHarman. All right. 

Now, have you finished answering Mr. Cole 

Mr. ConNoLty. Oh, no. 

The CuairMan, Then I suggest to you, you do this, that you put the 
balance of it in a brief. We will take a recess until Mond: ay morning 
at 10 o’clock. That will give you ample opportunity. Then we will 
call you back Monday morning and give you a further hearing. 

Now, we have all been busy ‘this week. We have only spent $700 
million, and we have only authorized $1,370 million—— 

Mr. Brooks. (Aside). 

The Cuarrman. No. I want to take a recess and be in peace for 
the balance of the week. 

So we will adjourn now until Monday morning at 10 o’clock. 

Mr. Corr. Mr. Chairman 

The Carman. Wait 1 minute. 

Mr. Osmers. May I insert a statement in the record ? 

The Cuarman. All right. 

(The material referred to is as follows: ) 








C. J. Faac, NEWARK. N. J. 


To the 160 million citizens of our country the synthetic rubber program has 
been of extreme importance and has been of beneficial results to them, by the 
unbiased distribution accomplished by the personnel in Government and the 
private industrial plants operating the synthetic rubber program; and at prices 
that are befitting the ability of the consumer to pay. 

It may be said that “this is Government in business” as indicated by such bills 
as the Osmers bills, which have reference to terminating or eliminating the 
activities of the Government, conducted in competition with private enterprise. 
The synthetic rubber program is not in this category for the reason that Govern- 
ment is having an unbiased, watchful hand over the ultimate results and private 
industry controls the personnel and the production at the plants, which plants are 
manufacturing products that directly, or indirectly, reach every citizen of our 
country. 

The operation of the synthetic rubber program under this splendid cooperation 
between private industry and Government personnel has resulted in a fair dis- 
tribution to both large and small consumers, a diversity of types of rubber that 
can always be fitted into the requirements of the consumer, and at a minimum 
of fluctuation in prices; in fact, the prices have resulted in a tremendous profit 
over all costs. 

Further, this operation has been one of deterring foreign cartels on natural 
rubber and the inflation of natural rubber prices to the detriment of not only our 
defense needs, but also our domestic require ments. 

That the present program is beneficial to manufacturers is indicated by the 
following quotation from the Martin Rubber Co., in a letter addressed to their 
congressional Representative : 

“We have been, still are, and desire to continue to be a receiver of synthetic 
rubber produced by and under the synthetic rubber program. Our relation- 
ship and services have been satisfactory and, in view of the present apparent 
emergency developing in many foreign lands which m: iy directly affect us, we 
believe that the wisdom of Members of Congress in continuing the Tinsmelter 
Operation at Texas City should also be applied to the synthetic rubber operation. 

“From our own experience we consider that the synthetic rubber operation 
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has resulted in benefits to the consumers of rubber; has added materially in 
maintaining reasonable prices to those who also require crude rubber and the 
diversity of production by various plants provides for a more adequate supply 
to the market than if restricted to one operator having only 1 or 2 grades of 
synthetic rubber from an individual plant.” 

Further, we are attaching hereto as exhibit A, copy of a letter addressed to 
Senator Bush from the Fairfield Rubber Co. 

To further indicate the complications affecting prices and supplies, we are 
attaching hereto exhibit B, covering a special article appearing in the Wall Street 
Journal of March 11, 1954. 

Attached hereto is exhibit C, copy of an editorial appearing in the Washington 
Post, February 13, 1955, involving higher prices to consumers, foreign competi- 
tion, the bid offer compared to the earnings under joint operation of Govern- 
ment and private interests in the synthetic rubber program at the present time. 

After analyzing the entire factors, the conclusions may occur to Congress that 
the synthetic rubber program is not “Government in business.” Is it not a fact 
that the synthetic rubber program production is one to meet not domestic private 
competition but that it is to meet foreign competition; and is it not proper that 
we should do so? 

It has been stated that if we continue the synthetic rubber program in the form 
that has been so successful during the last few years, why should we not do the 
same to “steel”? There is no comparison, because steel from the very inception 
is a product of the United States, whereas synthetic rubber since its inception 
was, through necessity, a Government activity to offset foreign products. 

Again we stress that synthetic rubber had to be initiated and produced by the 
Government to protect domestic and defense requirements in the face of “Danger 
Sign” of natural rubber conditions. 

Again we stress that the present program is most beneficial to rubber users and 
is it not true that a conclusion must be reached by Congress to continue for 
manufacturers and users the situation as portrayed in exhibit A? 

Reference has been made to the “financial” benefits to the taxpayers from the 
present rubber program and as indicated in some of the exhibits attached here- 
to the financial return has represented a very large profit which, if continued, 
would equal in 3 or 4 years the gross amount of the bids—this regardless of the 
fact that nearly all the contracts with the Disposal Commission call for an exten- 
sion of time to complete payment over a period of as much as 10 years. r 

Does this not raise a question in the minds of Congress that the bids are in- 
adequate, bearing in mind that there has never been a sale of a profitable busi- 
ness in which there has not been some appreciation or at least a payment for 
“good will”? 

As we have repeatedly stated in the foregoing statement, the present program 
is most beneficial to our citizens. Now, as it relates to defense measures— a war 
cannot possibly be won without synthetic or natural rubber. Would not the 
first result of a war be to cut our supply line from the Far East and Africa, in 
which case synthetic rubber would have to handle all requirements. The bids 
all carry emergency clauses allowing the Government to take over the synthetic 
rubber plants: however, the details could involve so much lost time in this day 
and age that the war could be lost. 

Does not Congress believe that a factor of the supply to our citizens must be P 
influenced by the action taken by Canada in the last few weeks in allocating 
the sales of their synthetic rubber shipments? As Congress well knows, the 
results would be that we would have to take care of supplying the requirements 
in the future that heretofore had been taken care of by our friends from Canada. 

According to press reports, the production of synthetic rubber in this country 
now is insuffiicent to fill all requirements, particularly of the large companies 
who are the successful bidders for the producing plants. 

Reference has been made to price in two forms: (1) the price of synthetic 
rubber to be used by our citizens and (2) the price of synthetic rubber affecting 
natural rubber. Press dispatches recently have shown where natural rubber 
prices have increased to an extent wherein it has been necessary to increase 

: tire prices. The attached exhibits are the authority indicating that increased 
prices for all products might take place. 

Under the present price system, Congress can determine by inquiry as to 
whether the many requests for rubber that have been filled, or accepted to be 
filled, are affecting the present prices or the prices for the future. Congress may 
desire to ascertain the conditions, as to unfilled orders, unaccepted orders and 
supply for current and future needs. 
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We think it is most important for Congress to further examine this question 
to protect not only the operators who might take over the properties but also 
the public as a whole, by further postponing the disposal of the properties for 
a few years to come; and that the prices be better set up in the contractural 
relationship so that Congress, the operators and consumers will be amply pro- 
tected by the actions of Congress. 

Exhibit A refers to “the entire rubber business with its 5 or 6 larger operators 
and its 800 small businesses is built on a free rubber market.” Does Congress 
feel that it is proper to disrupt the free market by causing a possibility of natural 
rubber supplying the shortage, at advances in prices from 5 cents to 20 cents 
per pound, or around $500 per car more in order to continue these businesses 
as going concerns, employing people and reaching their buying markets? 

Congress should make further inquiry as to this price effect in the future and 
raise protective measures to assure a condition of stable price and supply. 

There are over 800 large and small manufacturers to protect in the disposal 
of this important question. Would it not appear proper for Congress to survey 
these 800 consumers who supply 160 million citizens in the United States with 
rubber products, and especially is it not most important to analyze the shortage 
of rubber at the present time for industry and ascertain the declination of 
accepting orders to cover the needs of rubber manufacturers in the United 
States? 

Marcu 3, 1955. 
Senator Prescorr Busu, 
Senate Office Building, Washington 25, D. C. 

DEAR SENATOR BusH: I had the pleasure of talking with David Clark this 
morning and asked him to convey to you my opposition to the sale of the rubber 
plants to the large rubber manufacturers. The entire rubber business with its 
5 or 6 large operators and its 800 small businesses is built on a free rubber 
market. If he was smart enough to guess the market the small operator could 
always buy rubber as cheap as his large competitor. The same has been true 
under the Government operation of the synthetic rubber plants. 

Now this will all be changed. The small manufacturer must purchase his 
raw materials from his large competitor. If the large manufacturer decides 
to raise the price of rubber and take the profit on rubber and not on his finished 
product, the small manufacturer who has only one chance at a profit, namely, on 
his finished product, is out of business. 

The fact that 20 percent of the rubber manufacture will be in the hands of 
other than large rubber manufacturers has little bearing on the matter for this 
20 percent would doubtless go along with any raise in rubber price if it would 
mean more profit to them. 

We are utterly opposed to the sale of these plants to the rubber manufacturers. 
Your assistance would be greatly appreciated. 

Yours very truly, 
FAIRFIELD RUBBER Co., 
GEOR7TE W. WINCHESTER, Sr., Vice President. 





Stew OveR SYNTHETIC—RUBBER MAKERS FRET ABOUT THE ADVISABILITY OF 
BUYING PLANTS OWNED BY GOVERNMENT 


AKRON.—Producers here in the rubber capital are trying to work their way 
through this sticky situation: They want the Government out of the synthetic 
business; yet, now that they can buy out the Government, they aren’t too sure 
they want to buy. 

Last year Congress provided for disposal of the $500 million Federal monopoly 
to private industry. Now, less than 3 months remain until the May 7 deadline, 
by which time interested firms must file their bids. And doubts about the deal are 
growing. The political and economic difficulties are such that the whole disposal 
program could fall through. 

“The only thing that makes it worth while,” says a high official of one of the 
largest companies, “is getting the Government out of our business. From a dol- 
lars-and-cents standpoint, it just doesn’t make sense.” A spokesman for another 
firm echoes that sentiment: “We’re going to bid on three plants. But frankly 
we'd like to end up with none.” 

Of concern to the rubber makers, understandably, is whether it will be possible 
to make a profit on the plants’ production. Other worries are technical. But 
some of the problems, like those of denationalizing Britain’s steel, derive from 
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the fact of Government monopoly itself and the political and economic circum- 
stances of the impending “desocialization.” 

For instance, one of the trickiest problems is how to transfer the industry from 
government monopoly to private operation without setting up a private monopoly 
in the process. Or, alternatively, how to break up the system, letting smaller 
companies into the act, and still keep it efficient. 


AN INTEGRATED MONOPOLY 


The synthetic rubber industry was designed from the first as an integrated 
monopoly, with no pattern of competition built around a number of companies. 
Today it comprises a coordinated system of 26 plants, with an original cost of 
slightly over $480 million. Of the 26, 13 produce GR-S (general purpose rub- 
ber), and it is the ownership of these that’s bothering rubber makers here. 

Hight of the 13 GR-S plants are now run for the Government by the Big Four— 
Goodyear, Firestone, Goodrich, and United States Rubber. Another one is jointly 
operated by eight small companies (including the tire operators of Sears, Roebuck 
& Co.) as Copolymer Corp. Still another is operated by 10 small rubber firms as 
the Kentucky Synthetic Rubber Corp. Three others are run respectively by Gen- 
eral Tire & Rubber, Midland Rubber (in conjunction with Pacific Rubber Co.) 
and Phillips Chemical Co., a subsidiary of Phillips Petroleum Corp. 

To see the potential difficulties posed by the present high degree of integration, 
consider an arrangement typical of the industry as a whole. At Port Neches, 
Tex., is the largest cluster of capacity in the country—a butadiene plant (buta- 
diene is a basic material for synthetic rubber) and two GR-S plants. B. F. 
Goodrich Chemical operates one of the plants, United States Rubber the other. 

Under Government ownership the fact that these two firms are normally com- 
petitors makes little difference. One GR-S plant supplies the other with steam, 
with treated, refrigerated, and circulated water, and with air. The butadiene 
plant moves its products to both plants through pipelines. A number of proc- 
esses are integrated among the three plants. And the butadiene plant represents 
30 percent of the total capacity of that material for the entire rubber-making 
complex. 

Under private ownership, however, the competition question could become 
serious. “What do we do with that setup,” asks an official of one of the com- 
panies involved, “put fences around each plant and stop talking to each other?” 


POLITICAL COMPLICATIONS 


It might seem the way to get around that difficulty would be for one company 
to buy the Port Neches works or for a group of companies to buy the whole 
industry in combination. But the politicians would probably frown. Every 
proposed sale must be approved by both Houses of Congress, and the Disposal 
Act requires that the plants be sold to enough buyers to avoid monopolistic 
concentration in an industry which is already heavily concentrated. The origi- 
nal Washington thinking was that no company should get more than one plant. 
But rubber makers feel today that some companies will end up with 2, 3 or more— 
if they decide they want them. 

In addition to the politicians, some small rubber companies are worried about 
concentration. The head of one says: “We're bidding, but we feel it’s hopeless.” 
To which an official of one of the big four retorts: “There has to be concentra- 
tion. Production of any basic material is big business. If a company doesn’t 
have big resources, it doesn’t belong in the supply picture.” 

Even the question of profit possibilities is connected with the political fact 
of the existing Government monopoly. Under Reconstruction Finance Corpora- 
tion operation, the system has been showing a profit the last few years. In 
fiscal 1953, for example, it showed a net of nearly $60 million on sales of $388 
million, or roughly a 15 percent return. 

But industry men note that this didn’t include certain items which private 
entrepreneurs would have to face: Taxes, selling costs, amortization and interest 
on the purchase price. One source estimates the last item alone would run to 
about $30 million a year over the next 10 years. 

Research, also, would be much costlier. The way it is now, all research 
results have been pooled; under private ownership, each company would have to 
duplicate all the research that each other company was doing. Then too, buta- 
diene has so far been sold to GR-S plants at actual manufacturing cost and 
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styrene, another feedstock at well under market price. It’s expected oil com- 
panies will buy the feedstock plants and it’s generally agreed they're entitled 
to try to make a profit. So those costs will go up. 


PRICES WOULD RISH 


All these additional costs will whittle or eliminate the profit the GR-S plants 
have been showing, it’s thought. “By our arithmetic,” declares one company 
official, “our profit might be less than the management fees we're getting now.” 
Some, however, think that over the long run it should be possible to make money. 

Higher selling prices could help the profit picture, and many rubber makers 
expect an increase. GR-S is now pegged at 23 cents a pound; estimates of the 
probable free enterprise price range from 24.5 cents to 30 cents. “I can see a 
public relations problem right now,” worries one producer, “explaining why a 
product costs more under efficient private enterprise than under Government 
operation.” He can also see the Democrats devising a slogan along these lines: 
“Republicans give away rubber plants—big business raises prices.” 

Such are some of the politico-economic considerations in unloading an industry 
deliberately fashioned as a Federal monopoly. And such are some of the reasons 
why the rubber makers here are having a very tough time trying to decide what, 
if anything, to bid for that monopoly. 





{Extracts from Wall Street Journal, March 11, 1954] 


RUBBER MAKERS FRET ABOUT THE ADVISABILITY OF BUYING PLANTS OWNED 
BY GOVERN MENT 


AKRON.—Producers here in the rubber capital are trying to work their way 
through this sticky situation. They want the Government out of the synthetic 
business, yet, now that they can buy out the Government they aren't to sure they 
want to buy. * * * 

“The only thing that makes it worth while,’ says a high official of one of the 
largest companies, “is getting the Government out of our business. From a 
dollar-and-cents standpoint, it just doesn’t make sense.” A spokesman for 
another firm echoes that sentiment: “We're going to bid on three plants. But 
frankly we'd like to end up with none.” * * * 

For instance, one of the trickiest problems is how to transfer the industry 
from Government monopoly to private operation without setting up a private 
monopoly in the process. Or, alternatively, how to break up the system, letting 
smaller companies into the act, and still keep it efficient. 

An integrated monopoly—the synthetic rubber industry was designed from the 
first as an integrated monopoly, with no pattern of competition built around 
a number of companies. Today it comprises a coordinated system of 26 
plants * * * 

Under private ownership, however, the competition question could become 
serious. “What do we do with that setup,” asks an official of one of the 
companies involved, “put fences around each plant and stop talking to each 
other?” * * * 

Every proposed sale must be approved by both Houses of Congress, and the 
Disposal Act requires that the plants be sold to enough buyers to avoid monopo- 
listic concentration in an industry which is already heavily concentrated. The 
original Washington thinking was that no company should get more than one 
plant. But rubber makers feel today that some companies will end up with 2, 
3, or more—if they decide they want them. 

In addition to the politicians, some small rubber companies are worried about 
concentration. The head of one says: “We're bidding, but we feel it’s hopeless.” 
To which an official of one of the big four retorts: “There has to be concentra- 
tion. Production of any basic material is big business. If a company doesn’t 
have big resources, it doesn’t belong in the supply picture.” * * * 

Under Reconstruction Finance Corporation operation, the system has been 
showing a profit the last few years. In fiscal 1953, for example, it showed a 
net of nearly $60 million on sales of $388 million, or roughly a 15 percent return. 

But industry men note that this didn’t include certain items which private 
entrepreneurs would have to face: Taxes, selling costs, amortization, and interest 
on the purchase price. One source estimates the last item alone would run to 
about $30 million a year over the next 10 years. 











1066 


Research, also would be much costlier. The way it is now, all research results 
have been pooled; under private ownership, each company would have to 
duplicate all the research that each other company was doing. * * * 

Prices would rise—All these additional costs will whittle or eliminate the 
profit the GR-S plants have been showing, it’s thought, “By our arithmetric,” 
declares one company official, “our profit might be less than the management fee 
we're getting now.” Some, however, think that over the long run it should be 
possible to make money. 

Higher selling prices could help the profit picture, and many rubber makers 
expect an increase. GR-S is now pegged at 23 cents a pound; estimates of the 
probable free enterprise price ranges from 24.5 cents to 30 cents. “I can see a 
public relations problem right now,” worries one producer, “explaining why a 
product costs more under efficient private enterprise than under Government 
operation.” * * * 

P. 8.—Wall Street Journal January 10, 1955, reports increases on passenger- 
car tires 24%4 percent and on truck tires 5 percent. Crude rubber prices from 24 
eents in October to 32% cents. 


[Washington Post, Sunday, February 13, 1955] 
SELLING THE RUBBER PLANTS 


Your editorial of February 7, Selling the Rubber Plants, considered only the 
case for disposing of the Government’s synthetic-rubber industry. A much 
better case can be made against sale. 

When Congress passed the Rubber Producing Facilities Disposal Act of 1953, 
the price of natural rubber was relatively low and falling, and the international 
political situation in Asia was stabilizing. Now, as the sale negotiations are 
completed, the price of natural rubber is relatively high and rising, and condi- 
tions in the Far East are quite unsettled. This is no time to sell so valuable a 
strategic asset as the synthetic rubber industry. 

The demand for rubber is well known to be highly inelastic. The price of tires 
and of most other rubber products has very little to do with the quantity bought. 
From the point of view of a monopolist, this is an ideal situation. From the 
point of view of the customer, it is a highly unsatisfactory situation, leaving 
him helplessly subject to price gouging. To date, the Government has been a 
benevolent monopolist, keeping the prices for synthetic rubber much lower than 
it might have, and it still has been making a reasonable profit. 

In the hands of private industry, the prices for synthetic rubber could (and 
probably would) be much higher than the present Government price of 23 cents 
per pound. With natural rubber selling currently at more than 35 cents per 
pound, the undertakings of the proposed purchasers of the synthetic rubber 
plants to sell their output at fair market prices, or at competitive terms and 
conditions, leave plenty of margin for excessive profits. 

Most of the estimates in the rubber trade journals, and in the several con- 
gressional hearings on disposal in recent years, have held that production costs 
for synthetic rubber would be higher in private hands than under Government 
ownership, and that prices would be at least 5 cents per pound above the 
Government’s price. 

It would not be wise to expect much help from competition in this case. Since 
World War II, the Big Four tire companies have each lost, in this country and 
in Canada, 4 to 6 antitrust cases, by conviction, consent decrees, pleas of nolo 
contendere, and please of guilty. Several of the participating companies (or 
their corporate parents) in the two joint venture corporations contracting for 
GR-S plants have pleaded nolo contendere, or guilty, or taken consent decrees 
or been judged in violation of the antitrust laws in the past 13 years. 

There wasn’t much competition in the bidding for the plants, either. The 
Rubber Producing Facilities Disposal Commission pointed out in its report of 
January 24, 1955, that 17 of the 24 plants it proposes to sell received only 1 
bid. The two butyl plants were bid for only by a couple of Standard Oil (New 
Jersey) subsidiaries, and they both propose to let a third Jersey subsidiary do 
the marketing for them. 

Regulation of public utility monopolies by Federal and State commissions is 
fairly well worked out. The control of industrial monopolies is very far from 
being satisfactorily developed. Regulation by lawsuit, with a maximum fine 
under the Sherman Antitrust Act of only $5,000, is a very minor deterrent in an 
industry where millions can be made through the avoidance of competition. 
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Your editorial says “* * * But these objections overlook the fact that a better 


agreement probably could not be negotiated under present circumstances. 
This may be true, but it does not make it a very good agreement. 

The arguments that aggregate price for the plants amounts to 90.6 percent of 
the Government’s unrecovered investment, and 90.2 percent of replacement costs 
(advanced by the Disposal Commission and used in the editorial) are both 
specious and irrelevant. The $260 million price is to be spread out over 10 
years. In the past 5 years the Government has averaged in profits, intérest, 
and depreciation recovery, a return of over $68 million per year (including 
official estimates for the current fiscal year). 

At this rate the Government can recover more in 4 years from continued own- 
ership than it can from disposal, and at lower prices for rubber. Any going 
enterprise is worth more than its machinery. This is particularly true in the 
case of a complete industry—the whole is worth much more than the sum of its 
depreciated parts.It would be no bargain for the taxpayeer to sell a profitable 
industry at a slight loss, and then, in his capacity as a rubber-products con- 
sumer, to pay unnecessarily high prices for the output of that industry. 

Given so few and such sharp bidders, the Disposal Commission may well have 
done the best it could. The Attorney General, in carefully ignoring the anti- 
trust records in his own files in preparing his opinion, certainly did his best to 
make it look like a good deal. The Congress, however, very wisely reserved to 
itself the power to reconsider and veto the sale negotiations—E. WAyLrEs BROWNE, 
Jr., Bethesda, Md. 

Mr. Bratock. Mr. Chairman, I am Jack Blalock. 

The CHarrMan. Yes, sir. 

Mr. Buatock. And I received a letter from you to the effect I will 
be heard. Will I be heard Monday, sir ? 

The CrarrMan. Yes, sir, we will give youa hearing. We can’t hear 
but one man atatime. We will give you all a hearing. All we want 
to do is finish by the 25th. Then we will have discharged our obliga- 
tion. 

(Whereupon, at 12:45 p. m., Friday, March 11, 1955, the committee 
adjourned. ) 


Ilousr or RepresENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Monday, March 14,1956. 

The committee met at 10 a. m., the Honorable Carl Vinson, chair- 
man, presiding. 

The Cuatrman. The committee will come to order. 

Members of the committee, this is a continuation of the hearing on 
House Resolutions170and 171. ; 

When the committee recessed last Friday afternoon, or, rather, at 
midnoon, we had not quite finished with Mr. John L. Connolly, pre- 
senting the views of the Minnesota Mining & Manufacturing Co., in 
protest to the package sale of the west coast facilities to Shell. 

So this morning we will ask Mr. Connolly to come around and finish 
his statement. 

Now, Mr. Connolly, it will be a pleasure for the committee to hear 
you, what additional facts you desire to submit to the committee. 

Mr. Connotty. Thank you, Mr. Chairman, and members of the 
committee. 

When I left the stand last Friday I was addressing myself to the 
opinion written by the special counsel, Mr. Courtney. I would like 
to add these additional remarks. 

Mr. Courtney has furnished your committee with an opinion to the 
effect that the word “shall,” as used in section 7 (b) (4) of the act is 
directory and not mandatory. 
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Am I talking loud enough so everybody can hear me? 

The Cuatrman. Yes,sir; I can hear well. 

Mr. Connouty. Our position that “shall,” as used in 7 (b) (4) and 
throughout the act is mandatory. I will demonstrate if you apply 
Mr. Courtney’s meaning of the word “shall,” as used throughout 
the act would negate the purpose of the act, would adversely affect the 
national security, and would establish a dangerous precedent. 

Strict adherence to the law is infinitely more in the public interest 
than obtaining an apparent pecuniary advantage in a particular case . 
by a failure to comply with the law. 

As I stated to you in my testimony on March 11, this is not a ques- 
tion in which it is necessary to show that Minnesota or any other un- 
successful bidder was damaged. The sole question under considera- 
tion, as the chairman has agreed, is whether or not the Commission 
and the Shell Chemical Corp. followed the law enacted by Congress. 

There are cases in which the word “shall,” when used in a statute, 
has been held to be directory. Such cases upon analysis will reveal 
that the-matter held to be directory rather than mandatory was rela- 
tively unimportant in the overall administration of the act, or that no 
public or private interest was prejudiced by such a construction. 

This general rule was laid down by Justice Cardozo in £'scoe v. 
Zerbst, reported in 295 U. S. 490-491, in the year 1934, when he said, 
and I am quoting: 











Statutes are not directory when to put them in that category would result in 
serious impairment of the public or the private interests that they were in- 
tended to protect. 


Members of the committee, I am not asking you to accept my opinion 
of the meaning of section 7 (b) (4). But let me call your attention 
to what this committee said the section meant on June 7, 1953, when 
in its report, No. 593, pages 7 and 8, the committee said: 


= 


Subsection 7 (b) (2) is extremely important, for this provision states what 
must be contained in the bids. This is a protection for the Government as well 
as the bidder. 

Paragraph (4) of section 7 (b) is mechanical in nature and requires the bid- 
der to indicate the amount proposed to be paid for each of the facilities, and the 
manner in which the facilities will be financed. 


In this connection Mr. Courtney’s opinion states, and I quote: ; 


(b) It is to be noted that the legislative intent of this section stated in House . 
Report 593 accompanying Public Law 205, that report states that subsection 4 
of section 7 (b) is mechanical in nature. 

Mr. Courtney has taken two words out of the context of that sen- 


tence and failed to point out that the report further stated, and I 
quote: 


Pee ia siecle 


and requires the bidder to indicate the amount proposed to be paid for each of 
the facilities and the manner in which the facilities will be financed. 

Members of the committee, the word “shall” appears in two-thirds 
of the entire act. There are 24 sections in the act, and it appears in 18 
separate sections. It appears six times in section 7 (b) (4). 

Now, the word “may,” which is directory or permissive, appears in 
several places in the act. 

The requirements as to what the proposal must contain are such 
an essential part of the disposal plan that the legislative intent would 
be frustrated by ciaienaniinmes 
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We must disagree with Mr. Courtney’s conclusion in which he 
states, and I quote: 

By no stretch of the imagination is any prospective bidder granted any rights 
in the act. 

Each bidder has the right to expect that every other bidder is bound 
by the same rules. 

Careful reading of section 7 (b) (4) shows that a strict compliance 
of its provisions is mandatory and not directory. If the word “shall,” 
as used in the act, is directory, then the Commission in its discretion 
would not have to advertise, to advise and consult with the Attorney 
General. They would skip that detail. 

The proposals would not have to be in writing, would not have to 
pee the amount or the facility proposed to be purchased, or how it 

yas to be paid for, or how much was to be paid for it. The Commis- 
sion could in its discretion refuse to submit its report, a copy of its 
report that was being sent to Congress for the Attorney General so 
he could pass upon the question of antitrust laws 

Members of the committee, this would not be in the public interest, 
and would defeat the intent of Congress. No such result was intended, 
and no such authority or discretion was granted to the Commission. 

I will cite you one more case: The United States Supreme Court 
in United States v. Thoman (156 U.S. 353-360), stated, and I quote: 
And when the same rule uses both “may” and “shall,” the normal inference is 
that it is used in its usual sense, the one being permissive, and the other being 
mandatory. 

I have pointed out that the word “shall,” and the word “may” are 
both used in the act. I have also pointed out that the ridiculous result 
that could obtain if “shall” were directory rather than mandatory. 

In conclusion, I wish to repeat that this is not a question in which 
it is necessary to show that Minnesota or any other successful bidder 
was damaged. The sole question under consideration, as the chair- 
man has agreed, is as to whether the Commission and the Shell 
Chemical Corp. followed the law enacted by Congress. 

Members of the committee, that concludes my statement. 

The Cuatrman. Thank you very much, Mr. Connolly. Your anal- 
ysis of the issue is very helpful to us, and we appreciate it very much. 

Mr. Connouty. Thank you for your courtesy. 

The Cuamman. Thank you, sir. 

Now, the next witness is Mr. Blalock of Texas. Mr. Blalock called 
to see me some weeks ago and stated that he desired to make some 
comment with reference to the package bid also. And I think he is 
speaking directly with reference, mainly, to Resolution 171, intro- 
duced by Mr. Doyle, instead of the resolution introduced by Mr. 
Patman. 

Now, Mr. Blalock, the committee will be pleased to have you present 
your views. And I want to thank you for giving us the benefit of a 
prepared statement, as we will follow you as you go along. 

Now, let the witness proceed without interruption. 

Mr. Biatock. Thank you, Mr. Chairman. 

The Cuamman. All right, Mr. Blalock. 

Mr. Buatocx. Mr. Chairman, at the outset may I say that you have 
before you two statements. The one was prepared and filed last 

Thursday when I expected to appear. Since then a supplemental 
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statement has been prepared. I do not intend to read each of thenr 
in their entirety, but I will attempt to put them together so that the 
thought will be consecutive and more clearly presented. 

The Cuarrman. All right. Now, proceed. 

Mr. Briatock. Mr. Chairman and members of the committee, my 
name is Jack B. Blalock. I am a lawyer, of the firm of Blalock, Loh- 
man, and Kliewer, Gulf Building, Houston, Tex. I represent and 
am appearing here upon behalf of Edwin W. Pauley, of Los Angeles, 
Calif. 

Pursuant to the Rubber Producing Facilities Disposal Act of 1953, 
Minnesota Mining and Manufacturing Co., Midland Rubber Corp., 
and Edwin W. Pauley, jointly submitted a proposal to acquire the 
Government-owned copolymer rubber producing facility, Plancor 
No. 611, located at Los Angeles, Calif. This group did not bid on any 
other plant involved in the rubber-disposal program. However, Mr. 
Pauley individually bid on Plancor No. 963, a butadiene plant, also 
located at Los Angeles. A proposal covering both these plants and 
Plancor No. 929, a styrene plant in the same area, was also submitted 
by Shell Chemical Corp. 

Shell Chemical’s proposal contained a lump-sum package bid for 
the three plants. The Shell proposal stated that the company was 
not interested in acquiring individual plants and, therefore, did not 
specify an amount for each facility. 

Shell’s 3-plant lump-sum package proposal was the highest amount 
offered for the 3 plants. Negotiations were conducted by the Rubber 
Facilities Disposal Commission with Shell and with the others that 
filed proposals on the plants. In the course of negotiations Shell 
raised its price, vavbaecl) at the Commission’s request. 

The question see presented is whether Shell’s bid and the recom- 
mended sale to it are in conformity with the Rubber Producing Facili- : 
ties Act of 1953. If they are not, Congress will, of course, disapprove 
the proposed sale since section 9 (d) of the act provides that— 


No rubber-producing facility shall be sold or leased except in accordance with 
this act * * *°. 








Consideration of this question should take into account the fact 
that throughout the hearings, committee reports, and floor debate on 
this legislation, great emphasis was placed on the fairness of the pro- 
cedures specified. Congress was very sensitive about charges of “give- 
away” and “favoritism,” and attention was therefore focused on in- 
suring that the disposal program would not be subject to such accusa- 
tions. Congress was very anxious that all bidders be placed on an 
equal footing and treated fairly. This is reflected by the statutory 
provisions designed to insure absolute impartiality by the Disposal 
Commission, and by the provision for congressional review of the 
proposed sales. Moreover, Congress insured that the procedures out- 
lined would return the greatest amount obtainable for the plants to 
the Government. 

It would seem, therefore, that, as a matter of statutory construction, 
strict adherence to the provisions of the act should be required. That 
is, of course, the approach customarily taken with respect to bids for 
the sale of property to or by the Government where it appears that 
deviation from procedures specified might place the Government ov 
other bidders at a disadvantage. 
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Section 7 of the act prescribing the procedure to be followed in sell- 
ing the plants requires that: 

(b) Proposals shall be in writing and shall contain, among other things— 

* * * bd * * . 

(4) The amount proposed to be paid for each of the facilities, * * * 

The plain language of section 7 (b) (4) requiring specification of 
the amount proposed for each of the facilities is written in mandatory 
terms. It does not leave any discretion to the Commission. 

There was no controversy over section 7 (b) (4) throughout the en- 
tire legislative history of the statute. It appeared in the same form in 
S. 2047 as introduced and as amended in the Senate, in H. R. 5425 as 
introduced in the House, in H. R. 5728 as introduced and as amended 
in the House, and in the act as finally passed. The House committee 
report stated that: 
subsection 7 (b) is extremely important for this provision states that which 
must be contained in the bids. This is a protection for the Government as well 
as the bidder (H. Rept. No. 579, 88d Cong., Ist sess., 7 (1953). 

The report described subsection 7 (b) (4) as 
mechanical in nature and requiring the bidder to indicate the amount proposed 
to be bid for each of the facilities * * * ((id. p. 9); see also S. Rept. No. 579, 
83d Cong., Ist sess., 5 (1953) ). 

The requirement that proposals contain the amount bid for each 
facility is an integral part of the overall congressional scheme for dis- 
posal of the facilities at the highest price obtainable. Therefore, Con- 
gress provided in section 16 of the act as follows: 

In arriving at its recommendations for the disposal of the facilities, the Com- 
mission shall use as the basis for negotiating the sale for each facility the highest 
amount proposed to be paid for each facility * * * provided * * * that in using 
such highest proposed amount as a basis for negotiations the Commission may 
negotiate with respect to any facility with any person who submitted a proposal 
on that or any similar facility and may recommend sale of any facility to any 
person who submitted a proposal on that or any similar facility at a price which 
is equal to, higher than, or lower than the highest amount proposed to be paid 
for each facility as the Commission determines will best éffectuate the purposes 
of this Act. 

As this section shows, Congress believed that the best method for 
achieving the “full fair value” of the facilities was to use the highest 
bid for each facility as the basis for negotiations. 

Further evidence that Congress contemplated the negotiation on a 
plant-by-plant basis may be found in the following colloquy on the 
floor of the Senate between Senator Capehart, the chairman of the com- 
mittee in charge of the bill, and Senator Johnson: 

Mr. JoHNSON of Colorado. I wish to ask whether all of the plants other than 
the three alcohol butadiene plants, will be seld in a single package, or whether 
they will be sold plant by plant, on bids on a plant-by-plant basis? 

Mr. Capenart. They will be sold on the basis of plant-by-plant proposals; and 
the sales will be made plant by plant. 

Referring to the other memorandum which you have before you, I 
wish to state that a memorandum opinion by Mr. Courtney, special 
counsel, has been introduced into the record by the chairman of this 
committee, which opinion expresses the view of Mr. Courtney to the 
effect, firstly, that the quoted language is not mandatory but is diree- 
tory, and, secondly, that the 3 separate facilities or plants covered 
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by the Shell lump-sum package bid are not, in fact, separate but are 
to be considered as 1 plant or facility. 

Both of these points were raised in the Senate Banking and Cur- 
rency Subcommittee hearing last week and I think conclusively demon- 
strated to be the exact opposite of Mr. Courtney’s contention. 

First, I will treat with Mr. Courtney’s strange conclusion that 3 
plants can be considered as 1 facility or plant. As pointed out by Mr. 
Connolly, general counsel for Minnesota Mining, the definition of 
“facilities” quoted by Mr. Courtney means but one thing, and that is 
the 27 plants advertised for sale by the Disposal Commission and the 
words “each facility” means but one thing and that is any 1 of the 
27 plants or plancors, each of which carries a separate plancor num- 
ber and each of which was advertised for sale separately and distinc- 
tively from each and every one of the others. I call the committee’s 
attention to the Invitations for Proposals, exhibit A, first page, of 
the appendix of the report to Congress by the Commission. I quote: 

The facilities offered for sale consist of 13 plants for the manufacture of buta- 
diene-styrene rubber (GR-S), 2 plants for the manufacture of butyl rubber 
(GR-1), 1 plant for the manufacture of styrene, 8 plants for the manufacture 
of butadiene, * * * 

The Commission then very carefully lists each of the plants giving 
the plancor number of each, the oper rator of each, the location of each 
and the maximum capacity of each. For example, the three plants 
here under consideration are listed separately: Plancor No. 611 Buta- 
diene-Styrene Rubber (GR-S), Plancor 963 Butadiene, and Plancor 
929 Styrene plant. 

farther quoting from the same exhibit A, Invitations for Proposals: 

In accordance with the terms of the act, negotiations for the sale of each type 
of plant (i. e., GR-S, GR-1, Butadiene, etc.) will be limited to those persons 
having submitted a proposal for the purchase of such a type plant. 

Again on page 27 of its report to Congress, the Commission clearly 
and repeatedly distinguished between facilities and each facility. It 
used the words “plant” and “facility” interchangeably and used the one 
as being synonomous of the other. I quote in part: 

Ten proposals were filed for the styrene plant, at the same time there were 
3 proposals for the West Coast Copolymer plant, including the package bid 
of Shell Chemical Corp., amounting to $30 million for the styrene plant, the 
butadiene plant, at Torrence, Calif., and the copolymer plant. Shell stated 
at the outset that its interest was only in the acquisition of all three plants for 
integrated operation. It wanted no single plant and no combination of two. It 
represented that its proposal was calculated solely on this basis, and consequently 
declined to assign figures to each of the three facilities * * *. 

Thus, throughout its report the Commission distinguished clearly 
and unambiguously between “facilities” and “each facility.” 

Mr. Courtney’s memorandum is unintentionally confusing and for 
that reason could be misleading. For instance at the bottom of page 
4 he states: 

“Section 21 defining a ‘facility’ when read, etc.” Now section 21 
does not define “a facility.” It defines “rubber producing facilities.” 
However, Mr. Courtney, himself, recognizes the fact that these three 
plancors are separate and distinct because on the face of his memoran- 
dum he draws the distinction clearly. On page 4 he states: 

Shell Chemical Corp. undertakes to make the production of synthetic rubber 


from these three plants available for small business and for the general market. 
It does not consume, in its own business, the production of these three plants. 
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However, to end all argument on this particular point let us turn 
to the words of Mr. Pettibone, Chairman of the Commission, speaking 
before the Senate Subcommittee on Banking and Currency last week. 
On page 302 of the transcript of proceedings, volume II, dated March 
9, and because Senator Capehart and other Senators had evidenced 
concern about this particular matter, Mr. Pettibone stated frankly 
and I quote: 


Now, before I proceed with the charts, I might simplify 1 or 2 issues. As to 
the matter of whether the California complex was ever regarded by the Com- 
mission as one unit, we never regarded it so. We regarded it as 4, 3 involved in 
the Shell and 1 in the Standard Oil. 


Now, this should put at rest and conclusively settle for all time that 
“each facility” does not mean a combination of two or more plancors. 
It simply means exactly what it says—that each facility is a numbered 
and separate plancor or facility. 

Now, let us turn to the other point raised in Mr. Courtney’s opinion: 
Whether the word “shall” which is used twice in the first sentence of 
section 7 (b) is mandatory or directory. Section 7 (b) begins as 
follows: 


Proposals shall be in writing and shall contain, among other things— 

(1) Identification of the person in whose behalf the proposal is sub- 
mitted ; 

(2) The facility or facilities which are proposed to be purchased and 
the order of preference if more than one facility is proposed to be pur- 
chased ; 

(3) The arrangements of plans, if any, formal or informal, for the supply 
of feedstock to and the disposition of the end products of the respective 
facilities proposed to be purchased ; 

(4) The amount proposed to be paid for each of the facilities, and if 
such amount is not to be in cash, then the principal terms of the financing 
arrangement proposed ; 

(5) The general terms and conditions which the prospective purchaser 
of a copolymer plant would be willing to accept in order to make the end 
product of such facility available for sale to small business enterprises, 
and the general terms and conditions which the prospective purchaser of 
a butadiene or styrene facility would be willing to accept in order to make 
the end product of such facility available for sale to purchasers of copoly- 
mer facilities ; and 


~~ vas 


e 
d (6) Such other information as the Commission in its notice of advertise- 
. ment for proposal shall require, ete. 


In Mr. Courtney or any one else is correct in his conclusion that the 
word “shall” is not used in a mandatory sense in section 7 (a) and 
section 7 (b), then the Congress left to the discretion of the Com- 
mission whether the rubber producing facilities should be sold or not 
sold because section 7 (a) begins by stating: 

The Commission shall invite, upon adequate notice and advertisement, pro- 
posals for the purchase of the Government-owned rubber producing facili- 
ties, * *9 

If “shall” be not mandatory, then the Commission had the dis- 
cretion as to whether to invite proposals in the first place. Again, if 
“shall” be not construed as being mandatory, then under (b) the 
proposals did not need to be in writing. but could be made orally. 
Tt would not be necessary under section (b) (1) for the person to 
identify himself but he could bid anonymously. Under (b) (2) the 
Commission could in its discretion waive the identity of the facility or 
facilities which are proposed to be purchased. , 
55066—55—No. 10 ——7 
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Under (b) (3) the Commission could waive the requirements laid 
down by Congress that the bidder state his arrangements or plans 
for the supply of feedstock and the disposition of end products. 

Under (b) (4) the Commission could waive the requirement (which, 
indeed, it did in the case of the lump sum package bid of Shell) that 
the bidder state the amount proposed to be paid for each of the facili- 
ties. The Commission could also waive in its discretion the require- 
ment that if such amount is not to be paid in cash, then the principal 
terms of the financing arrangement proposed. ‘The Commission could 
waive the general terms and conditions which the prospective pur- 
chaser of a copolymer facility will be willing to accept in order to 
make the end product available to small business enterprise. 

Congress did not intend to place and did not place any such wide 
discretion in the Commission. Congress stated what must be con- 
tained in the proposals. It then left certain other matters to the 
discretion of the Commission by saying these six enumerated require- 
ments must or shall be placed in each proposal and then by the use 
of the words “among other things” told the Commission that it could 
require other things in its discretion. For instance, in section 7 (c) 
Congress states: 

Should it become necessary to the effective prosecution of the disposal pro- 
gram, the Commission may, after the termination of the period for submission 
of proposals provided for in subsection (a) of this section, disclose the contents 
of the proposals at such time, in such manner, and to such extent as it deems 
appropriate. 

The Commission exercised its discretion which was vested in it 
through the act by virtue of the use of the word “may” instead of the 
word “shall” and declined to disclose the contents of the proposals, as it 
had a perfect right to do. However, Congress immediately following 
section 7 (c) in section 7 (d) stated: 

Proposals shall be accompanied by a deposit of cash or United States Govern- 
ment bonds of face amount equal to 2% per centum of the gross amount proposed 
to be paid but not exceeding $250,000 for each facility; * * * 

Can it be said that Congress vested the Commission with discretion 
to waive the requirement of making a deposit in cash or Government 
bonds? 

Then immediately following section (d) the Congress, in section 
7 (c) reverted to the use of the word “may” and vested a discretion 
in the Commission by saying— 
payment of the purchase price may be made in part by a first lien purchase-money 
mortgage, in an amount not to exceed 75 per centum of the purchase price. 

Again in section 7 (g) Congress stated : 

Nothing contained in this act shall be construed to prevent the Commission 
from securing such additional information from those submitting propos- 
alg * *'* 

By use of the word “additional,” Congress clearly evidenced its 
intent that the first six requirements of section 7 were mandatory and 
then stated that if the Commission needed additional information it 
could get it. 

A clause of particular interest to the Armed Services Committee is 
found in section 7 (h), and I quote: 


All contracts of sale and instruments in execution thereof shall contain a 
national security clause * * * 











1075 


Again Congress reverted to the use of the word “shall.” Will this 
committee or any one else state that this is not mandatory but that on 
the other hand, the Commission is vested with the discretion to waive 
the national security clause in these contracts. 

But if Mr. Courtney and the others who contend that Congress, in 
the use of the word “shall, ” did not mean for it to be mandator v; they 
must be consistent and state that Congress vested in the Commission 
the right to waive the security clause. 

Again in section 8 (b) of the act states: 


The report shall be submitted to both Houses of Congress on the same day. 


Is it to be said that this was a matter left to the discretion of the 
Commission and that the word “shall’ is directory and not manda- 
tory ¢ 

And as Mr. Connolly pointed out, the act also requires, through 
the use of the word “shall” in section 2 (d)— 
that the Commission shall submit it to the Attorney General, who shall within 
reasonable time, in no event to exceed 90 days, after receiving such report, 
advise the Commission whether, in this opinion, the proposed disposition will 
violate the antitrust laws. 

Was it left to the discretion of the Commission as to whether it 
would submit the report to the Attorney General and was it left to 
the discretion of the Attorney General as to whether he could render 
hisopinion? Will Mr. C ourtney state that this use of the word “shall” 
is directory and not mandatory? I think not. 

Thus, we see that the Congress knew what it was doing when it used 
the word “shall.” It also knew exactly what it was doing when it used 
the word “may.” 'To say otherwise would be to emasculate the entire 
law and it would establish a dangerous and, in my opinion, fatal prece- 
dent in the administration of justice and the effective interpretation 
of the laws of Congress. One must remember that here and on this 
particular question Congress is the court. Here, by your action, this 
committee interprets and enforces its own laws. No recourse is left 
in the courts because by a failure to act between now and March 25, 
Congress permits this illegal contract to go into effect. 

Mr. Connolly of Minnesota has filed with the Commission an able 
brief or memorandum of decisions upon this particular question. I 
will call the committee’s attention to only one case which I consider 
to be directly in point and conclusive of the matter here under consid- 
eration. Not only does the plain language of section 7 (b) (4) and 
its relationship to section 16, which I will discuss later compel the con- 
clusion that it is mandatory, but within section 7 itself, as I have 
pointed out, Congress clearly showed that it knew how to distinguish 
between a mandatory and a directory provision. 

Section 7 (c) provides that— 

* * * the Commission may * * * disclose the contents of the proposals * * * 

In Anderson v. Yungkau (329 U.S. 482, 485 (1947) ), such a combi- 
nation of usage was deemed by the Supreme Court to show that “shall” 
was used in a mandatory sense. The Court said: 

The word “shall” is ordinarily “the language of command.” Escoe v. Zerbst 
(295 U. S. 490, 493). And when the same rule uses both “may” and “shall,” the 
normal inference is that each is used in its usual sense * * * the one * * * 
being permissive the other mandatory. See U. 8S. vy. Thoman (156 U. S. 353, 
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_ I respectfully refer the committee to the many citations contained 
in the memorandum brief filed by Mr. Connolly in support of this po- 
sition. I respectfully submit that Mr. Courtney’s meaning and inter- 
pretation of the law and the cases on this point are erroneous. 

Despite the above, Mr. Pettibone advised the Senate Banking and 
Currency Subcommittee last week that the Commission undertook to 
“restate” the mandatory requirement of section 7 (b) (4) of the Dis- 
posal Act and I quote Mr. Pettibone’s testimony in part: 


Paragraph 4 of the Commission’s Release No. 1 restated the requirement of 
section 7 (b) (4) of the Disposal Act calling for a statement of the price proposed 
to be paid for each facility. 


By what authority did the Commission undertake to restate or 
change the mandatory language of the Congress of the United States? 

If paragraph 4 of the Commission’s Release No. 1 means what Mr. 
Pettibone interpreted it to mean, then paragraph 4 is in direct con- 
travention of the provisions of the act itself and such restatement of 
the law by the Commission was compleely and wholly unauthorized 
and has no force and effect. 


However, what we are discussing here is the intention of Congress 
when it stated in section 7 (b) (4): 


Proposals shall be in writing and shall contain, among other things * * * 
the amount proposed to be paid for each of the facilities * * * 


To find what was intended, let us again turn to the testimony before 
the Banking and Currency Subcommittee of the Senate and consider 
for a moment what the author of the bill in the Senate, Senator Cape- 
hart, had to say about what this provision means. I will now quote 
certain excerpts from the transcript of proceedings before the Sub- 
committee of the Committee on Banking and Currency in volume IV 
dated March 11, 1955, less than a week ago. 

The quotations from the record are taken from the statement of 
Mr. Richard C. McCurdy, president of the Shell Chemical Corp., 
while he was testifying before the Senate subcommittee : 

Page 490 record : 


Senator CAPEHART. I want to know why did you not say, “I will give you X 
amount for one plant, X amount for another, and X amount for the other, and 
I will not buy any of them unless you will sell me all 3 of them, but if you will 
sell me all 3 of them, I will give this amount for this one, this amount for this 
one, and this amount for this one.” 

Mr. McCourpy. I will give you that. 

Senator CAPEHART. Why did you not do it? 

Mr. McCurpy. The reason we did not 

Senator CAPEHART. That would have been complying with the law. 

Mr. McCurpy. That is right. There are two reasons that we did not do that, 
and they agree with one another. First, our bid is in line with the law, and our 
counsel assured us that the bid was all right legally. 

Senator CapEHART. It would not have cost you a penny more to have stated 
some price on each of the three. 

Mr. McCurpy. No, but I am going to show you why it would have been against 
my conscience if I could. 

Senator CaPEHART. Is it always against your conscience to comply with the 
law? 

Mr. McCurpy. We did comply with the law. 

Now, I know you want to know why. Any number of people have asked me 
in the last 3 days, “Why in the name of everything didn’t you just put 3 figures 
on this thing and stop all this business?” Well, the reason that we did not do 
that was because those figures would have been empty and misleading. Those 
figures, had I done it, would have had to have been set arbitrarily. We did not 
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calculate figures for these three plants and then add them up. We figured the 
whole thing out as one piece. 

Senator CAPEHART. But the rules and regulations and the law said that you 
must bid on each individual plant. 

Mr. McCurpy. Well, Senator Capehart, our legal counsel do not believe that. 
Those for the Commission do not believe that. And those for the Comptroller 
General do not believe that. 

Senator CAPEHART. I was the author of the bill and I believe it. I so gave my 
word on the floor of the United States Senate. Now, I do not mind teliing you 
right now that was my understanding then and it is my understanding now. 

Mr. McCurpy. But you said, did you not, Senator Capehart, that they were 
going to be sold plant by plant? 

Senator CAPEHART. Yes. 

Mr. McCurpy. Well, this is one plant. 

Senator CAPEHART. Now, that is the question. If you prove to me—— 

Senator DouGeLas. Mr. McCurdy 

Senator CAPEHART. If you can prove that to me—— 

Senator Doug.Las. Mr. Pettibone testified here that there was no question but 
what they were different plants. You heard Mr. Pettibone testify to that effect— 
that they were separate plants. The record will show they are separate. 

Senator CAPEHART. That does not hurt anybody’s conscience. 

Mr. McCurpy. No, but in my opinion—and I am sure we will all agree—dena- 
tionalizing the industry is a lot more intricate problem than selling something 
off. The intricacies of this problem in one of its most difficult cases caused us 
to come to this solution. I would really have been in a spot if my conscience had 
told me that I could not put those figures down and our lawyers had told me that 
I had to. Then I really would have been in a pickle. I would have had to choose 
between my conscience and my desire to bid, and that would not be fun. 

Senator CAPEHART. This conscience of yours is not quite clear to me. You 
were willing to pay 30 million for the 3 plants, but you had a conscience against 
saying, “Well, the physical value of this one is 17 million; the physical value of 
this one is 12 million; the physical value of this one is 10 million ; but I withdraw 
my bids for all 3 unless you sell me all 3.” 


Page 515 record: 





Senator Frear. After your original bid of 27 million, you then went into a 
state of negotiation with the Commission, did you not? 

Mr. McCurpy. That is right. 

Senator FrReaAR. I thought it was the understanding of the Commission that 
they would negotiate with the highest bidder when this state of negotiations 
started. If you did not put in a separate bid for each of the facilities, in your 
opinion how could the Commission have started negotiations with you? 

Mr. McCurpy. Well, sir, it was not that important to me that they negotiate 
with me. If they could not see the proposition on its merits and wanted to go 
negotiate it with somebody else, that was their business, but 

Senator CAPEHART. Did the Commission ever ask you to break your bid down 
into three parts? 

Mr. McCurpy. Yes, they asked me to break my bid down into three parts once 
after we bid. 

Senator CAPEHART. But they did not insist upon it? 

Mr. McCurpy. No. 

Senator Capenart. After you had bid the 30 million or 27 million? 

Mr. McCurpy. In order that you should understand what went on, I believe 
that the Commission originally thought that we had assembled our bid by adding 
up three figures that we had already figured for the plants. We did not do that. 
It took us quite a while to make the Commission believe that we have not done 
that. After they found out that we had not indeed done that, then they realized, 
just as we had in the first place, that the breakdown would have been misleading 
and immoral. 


Page 521 record: 





Senator CapEHART. You have not given me a very good reason yet in my mind 
as to why you refiised to break this down for the Commission. 

Mr. McCurpy. I just did not want to mislead anybody by giving them a figure 
that they might think meant something but did not. 
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Senator Frear. My final question is this—— 

Senator CAPEHART. That would be at their peril, not yours, would it not? 

Mr. McCurpy. Yes, it would, but I did not want to play them a dirty trick. 
When I put a figure and sign my name to it, the figure is going to mean something. 


Page 522 record: 


Senator Frear. What would you have done—if this is a fair question to ask 
you—if the Commission had come to you and said, “We will not accept your 
proposal as a package deal unless you break it down to—— 

Mr. McCourpy. To individual pieces? 

Senator Frear. By plancor number; that you would stipulate a price for each, 
be it higher or lower. 

Mr. McCurpy. I have answered essentially that question before, that if my 
own lawyers had said that I would have had to choose between my conscience 
and desire to bid, und I do not know which would have won. 

Senator Frear. I do not know whether we can share all this about your con- 
science because Senator Capehart has a conscience, too, and I think the people 
who are going to have to make the final determination on this really want to be 
Satisfied themselves. 

Senator CapenHart. My answer on the floor of the United States Senate was 
unequivocal. I simply said, “Plant by plant.” At that time we meant it, and 
that was what we intended to do. And I am amazed that when you know the 
law—I had a case the other day of a constituent who had a pretty large bid for 
Government work came to see me, and he was the low bidder but he forgot to 
sign his bid, and under the law, he is out. There is no way in the world in 
which you can do anything about it. He just forgot to sign his bid, and when 
they were all opened up before everybody, he was the low bidder and would 
have gotten the contract but he forgot to sign it. 

And they throw out bids every day because they do not bid on the specifications. 
Now, the specifications may be silly, they may be wrong, they may not seem to 
make sense, and it may hurt people’s consciences to bid on something that they 
know is not as good as something else would be, but nevertheless that is the law 
and they cannot be making the law over, you know, every time they bid. 

Mr. McCurpy. Well, the statute does require the terms of the amount proposed 
to be paid and not the value assigned to the facility. 

Senator CAPEHART. Well, we will get into it. 


Thus we see that Senator Capehart has stated in plain and un- 
equivocal terms what he intended by the language used. That the 
proposals would state the amount proposed to be paid, plant by plant, 
and I have an abiding confidence that the distinguished Congressman, 
the late Hon. Paul W. Shafer of Michigan, who was the author of 
the law in the House, would agree with Senator Capehart’s interpre- 
tation if he were here. 

And now reverting for just a moment to the other statement: Of 
course, the committee report recognized that the Commission would 
not be precluded from dealing with a lower bid as the basis of negoti- 
ations under certain circumstances ( (id. pp. 13, 15) ; see also H. Rept. 
No. 1055, 83d Cong., 1st sess., p. 16-17 (1953)). But there is not even 
the slightest suggestion that the Commission would negotiate it if it 
did not know what the highest bid was on each facility. 

If a lump-sum package bid is made without indicating the amount 
assigned to each facility, it is impossible for the Commission to be cer- 
tain that it is negotiating on the basis of the “highest amount pro- 

osed to be paid for each facility” as required by section 16, supra. 

his is true even though the lump-sum bid may be higher in the aggre- 
gate than any combination of individual bids since allocation might 
reveal that bids for one or two of the facilities were lower than those 
submitted by other bidders. 

Gentlemen of the committee, the distance to the Government is 
obvious. Unless the Commission knows at the outset of negotiations 
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the exact dollar difference between all of the bids on each facility it 
cannot tell whether to attempt to drive the lump-sum bidder up with 
reference to a particular facility or whether to try to drive up other 
bidders on that facility. In other words, it is conceivable that a lump- 
sum package bidder whose proposal is higher than any combination of 
individual bids might be negotiated upward even more if he were low 
on one or two facilities. Or if such a bidder were for some reason dis- 
qualified from obtaining all the plants he sought, the Commission by 
having his bid broken down as required by the act might be able to 
negotiate on a higher basis with individual plant bidders. 

Now, there is one more point that I wish to direct attention of this 
committee to, on the question as to whether section 7 (b) (4) is 
mandatory. This is on page 8 of the old statement. 

We call attention to the fact that with exception of Shell every suc- 
cessful bidder who proposed to purchase more than one facility spec- 
ified an amount for each facility separately. ‘To illustrate this very 
significant fact we call attention specifically to two instances. 

The Standard Oil Company of California submitted a proposal of 
four different plants and stated : 

Purchaser offers to pay the sum of $16,600,000 for all facilities defined in 
the proposal. The price proposed to be paid for each of the facilities except 
Plancor 611 on an individual basis is set forth in purchaser’s alternative proposal. 
The price otherwise to be paid for Plancor 611 on an individual basis is 
$3,500,000. 

And in addition thereto, an examination of Standard’s proposal 
will show that the total aggregate amount which it proposed to pay 
for each facility separately totaled $16 million. In addition, Standard 
submitted a lump-sum package bid for all 4 of the facilities and offered 
to pay $16,600,000 under its combination bid, which amount was 
$600,000 in excess of the total of the separate amounts. This bid is 
in compliance with the law as well as the instructions. 

Another illustration can be found in the Phillips Petroleum Co. 
proposal. Phillips bid upon two facilities. It specified the amount 
proposed to be paid for each facility separately. It stated its prefer- 
ence between the two facilities and, in addition, Phillips proposed to 
pay upon a lump-sum package basis for the two facilities an amount 
which was $1,001,000 greater than the aggregate amount proposed to 
be paid for the two facilities separately. This proposal is in accord- 
ance with the letter and the spirit of the law and followed the instruc- 
tions. 

We submit that it is significant that Shell is the only successful 
bidder who declined to follow the law and the instructions. It appears 
that the successful bidders in every instance, with the exception of 
Shell, understood and placed the same interpretation upon the law 
and the instructions as we set forth in this statement. I am attaching 
to my statement a brief analysis of all successful proposals in substan- 
tiation of this fact. 

And if you will turn to this very short analysis attached to this 
statement, you will find that every successful bidder who bid upon 
more than one facility broke his bid down as to each facility. For 
instance, Copolymer submitted a separate amount for each facility. 
Firestone submitted a separate amount for each facility. Food Ma- 
chinery submitted a separate amount for each facility. Goodrich- 
Gulf submitted a separate amount for each facility. Goodyear sub- 
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mitted a separate amount for each facility. Humble submitted a sep- 
arate amount for each facility. Phillips submitted a separate amount 
for each facility. Standard of California very carefully broke their 
bid down to clearly indicate a separate and specific amount for each 
facility. United States Rubber submitted a separate amount for each 
facility. Shell Chemical Corp. declined to assign an amount for each 
facility. 

(The material referred to by Mr. Blalock is as follows :) 
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Mr. Biatock. Of course, gentiemen of the committee, it is axiomatic 
that strict maintenance of the competitive bidding procedures required 
by law is infinitely more in the public interest than obtaining a small 
pecuniary advantage in individual cases by permitting practices which 
do violence to the spirit and purpose of the law. 

In view of the foregoing the Shell bid and the ensuing negotiations 
on Plancor Nos. 611, 963, and 929 were not in accordance with the act, 
and the proposed sale of the plants to Shell is unlawful. 

Thank you very much, gentlemen, for your indulgence. 

The CHarrman. Thank you very much, Mr. Blatock. 

Now, Mr. Cunningham, any questions ¢ 

Mr. CUNNINGHAM. Yes. 

Mr. Buavock. I am not clear on one statement you made that it was 
obvious that “if the total amount bid by Shell was greater than the 
sum of the total of the highest bids of the individual bidders’—— 

Mr. Buarock. Yes, sir. 

Mr. CunninGuam. “And it is an obvious disadvantage to the Gov- 
ernment.” Just how would that be a disadvantage to the Government ¢ 

Mr. Buawock. I believe I didn’t say if it was the total amount, but 
I said if the Shell proposal was not broken down plant-by-plant, that 
then the disadvantage to the Government was obvious because of the 
fact that if the Commission, in negotiating for the full fair value or 
the highest amount it could get—if it didn’t know what Shell was 
offering, for instance, on the copolymer plant, how could it attempt to 
drive Shell up on that plant to an amount greater than the individual 
bidder had offered for that plant ? 

Mr, CunninGHam. But that is not my question. Supposing at that 
tune the Commission already had in its possession the highest bids it 
could get individually for the plants and the sum total of the three 
highest bids was below the overall total or the combined total of the 
Shell bid, and they accepted the Shell bid—granting that it might not 
technically be in compliance with the statute—how did the Govern- 
ment suffer a dollars-and-cents disadvantage. 

Mr. Buatock. You will refer 

Mr. Cunntneuam. That, you have not explained to me. 

Mr. Buavock. I will tell you exactly how, in my opinion. I stated: 
“The disadvantage to the Government is obvious. Unless the Com- 
mission knows at the outset of negotiations the exact dollar difference 
between all of the bids on each facility, it can’t tell whether to attempt 
to drive the lump-sum bidder up with reference to a particular facility 
or whether to drive up the bidders on that facility.” 

In other words, it is conceivable that a lump sum package bidder 
whose proposal is higher than any combination of individual bids 
might be negotiated upward, even more, if he were low on one or two 
facilities. 

Mr. CUNNINGHAM. My question was that if the Commission at 
that time, when Shell gave its bid already had the highest bid, that 
it was possible for it to get from individual bidders on each of the 
three plants, and the total of those three bids was still less than the 
total of the Shell bid, how did the Government suffer? You are not 
answering that question. 

Mr. Buatock. Well, I will attempt to answer it. Let’s say that the 
highest bid on the copolymer facility, for instance, was $500, the 


individual bid. 
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Now, then, the Government wished to negotiate that bid to a higher 
amount. With what would it compare it for the purpose of negotia- 
tion? $27 million bid by the Shell? How could the Commission come 
to this man who had bid $5 million and say “I want to negotiate you 
upward to compare with someone else who bid on this facility,” if he 
didn’t know what that someone else had bid on that facility ? 

Yes, the disadvantage to the Government is obvious. And I say to 
you, sir, in connection with that particular thing, here comes a citizen 
of this country and he bids upon one facility as he had a right to do 
under this law, and we will say for the purpose of testing the law 
there was only one other bidder. That would be the Shell, with a lump 
sum bid of $27 million for three facilities. 

How do they negotiate with me who bid individually on the facility / 
Have I got to beat the $27 million in order to get the one facility which 
is not worth that much ¢ 

It is a physical impossibility for them to negotiate under the provi- 
sions of section 16 as provided by Congress unless they know how 
much was bid on each particular facility. 

The CHAIRMAN. Thank you very much, Mr. Blalock. We appre- 
ciate very much your very forcible presentation of the legal and con- 
gressional phase that has been discussed in the Senate and as you sub- 
mitted it to the committee. 

Mr. Buatock. Thank you very much, Mr. Chairman, and other 
members of the committee. 

The Cuarrman. Thank you very much. 

Now, members of the committee, I want to call now Mr. Kane, of 
the Comptroller General’s office, in view of the fact that on March 8, 
1955, the Comptroller sent a letter to Chairman Fulbright, and for 
the record we must have this in there. 

Is Mr. Kane here ? 

Mr. Kane. Yes, Mr. Chairman. 

The CHarmMan. Have you a copy of this letter, Mr. Kane / 

Mr. Kane. Yes, I do, Mr. Chairman. 

The Cuatrrman. Now, Mr. Kane, submit to the committee the com- 
munication that you submitted to Mr. Fulbright, the chairman of the 
Banking and Currency Committee, for the record. 

Mr. Kane. Yes, Mr. Chairman. 

My name is Owen Kane, legislative attorney, Office of the Comp- 
troller General. 

The CHatrman. Go right ahead, Mr. Kane. 

Mr. Kane. Thank you, Mr. Chairman. 

An hour ago I was sitting in a peaceful conference and I had no 
idea that I was going to be asked to testify this morning. But this 
issue turns apparently on the legal question with respect to the author- 
ity of the Commission to accept the so-called package deal of the 
Shell Co. 

Senator Fulbright, the chairman of the Banking and Currency 
Committee of the United States Senate, asked the Comptroller Gen- 
eral February 17, 1955, to furnish our views on the legality of the 
actions of the Commission in connection with the contracts submitted 
to your committee and to Congress, a proposed plan of disposal, and 
asked us to give specific consideration and special consideration to the 
Shell deal. 
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I should like to read the letter, if you will, in full, if I may, Mr. 
Chairman. 

The Cuairman. That is what I want you to do now, read the letter, 
if you will. 

Mr. Kane (reading) : 


Reference is made to your letter of February 17, 1955, acknowledged by tele- 
phone referring to the contracts executed by the Rubber Producing Facilities Dis- 
posal Commission for the sale of Government-owned synthetic rubber plants, par- 
ticularly the bid and contract by which three facilities in the Los Angeles area 
would be sold to the Shell Chemical Corp., and requesting our views concerning 
their propriety under Public Law 205, 83d Congress. 

Such examination of the Commission’s report to the Congress, dated January 
24, 1955, and of the contracts as set forth in the supplement thereto, as has been 
possible in the limited time available has not disclosed any failure to comply 
with the statutory conditions established by the Congress. 

The individual contracts have been reviewed briefly and appear to satisfy 
pertinent provisions of the statute. Our review was directed primarily to- 
ward ascertaining that the mechanics of the Commission's procedures complied 
with the law and that its report was accurately and fairly stated on the basis 
of records available to us. 

The Shell Chemical Corp. offered, in its initial proposal dated May 26, 1954, 
to buy three plants as a unit. It quoted one amount, advising, in paragraph 10, 
that “We do not state the amounts we propose to pay for any of the facilities 
on an individual basis as we do not propose to purchase individual facilities.” 
It has been asserted that such proposal was invalid and improperly considered 
by the Commission in view of subsection 7 (b) (4) of Public Law 205, which 
directs that basic proposals for purchase “shall contain * * * the amount pro- 
posed to be paid for each of the facilities.” This provision, as explained in the 
House report (No. 593, 838d Cong., p. 9), was intended to require “the bidder to 
indicate the amount proposed to be paid for each of the facilities.” 

The Commission had occasion to construe this requirement in paragraph 4 of 
release No. 1, dated November 25, 1953. Therein it stated, in part, that ‘“‘Where 
a proposal contemplates acquisition of several facilities for integrated operation, 
it shall state separately the aggregate amount proposed to be paid for such facil- 
ities on such an integrated basis, and the amount otherwise proposed to be paid 
for each of the facilities in question on an individual basis.” Application to the 
Shell Chemical Corp. case of subsection 7 (b) (4) and of the language in release 
No. 1 also has been considered by the Commission in interpretations, copies of 
which it is understood were furnished to your committee. A position was taken 
that the corporation’s intent in bidding was fully stated without misrepresen- 
tation and in compliance with all requirements. 

It is recognized that the Commission’s position involves treating the require- 
ment as meaning that there need be shown only the amount proposed to be paid 
on the basis of the smallest unit intended to be purchased, as distinguished from 
“each of the facilities” included in such unit. In this view, the statutory direc- 
tion would be complied with because there would be no offer to purchase an 
individual facility as such. 

In other words, the amount bid for each facility would be “zero.” In this con- 
nection, it may be observed that, even if individual facility prices had been 
quoted, as they were in the case of the Copolymer Corp.’s proposal for the twe 
plants at Baton Rouge, La., since each amount would be contingent upon accept- 
ance of the other, the actual amount offered for each would, in effect, be “zero.” 
Apparently, the only other view possible is that proposals for combined facilities 
must show prices for individual units even though it not be intended to buy them. 
Such a view, however, not only would be illogical, but it might well involve mis 
representation on the part of a bidder. In any event, it is not apparent how indi- 
vidual amounts could be quoted in such circumstances or, if quoted, what practical 
use could be made of them. 

Also, there is for consideration the fact that basic proposals were requested, 
not to become final contracts, but merely to establish a basis for further negotia- 
tions. In this connection, section 16 of the act provides, among other things, 
that— 

“ * * * the Commission may negotiate with respect to any facility with any 
person who submitted a proposal on that or any similar facility and may recom- 
mend sale of any facility to any person who submitted a proposal on that or any 
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similar facility at a price which is equal to, higher than, or lower than the highest 
amount proposed to be paid for each facility as the Commission determines will 
best effectuate the purposes of the act.” 

The fundamental issue presented for resolution thus appears to be as to whether 
the act contemplates that basic proposals submitted for the purchase of com- 
bined facilities, without showing amounts included for each facility, are required 
to be eliminated from the competition because not complying with the statutory 
direction. An examination of the legislative proceedings discloses no indication 
that rejection was intended. On the contrary, reference is made in several pro- 
visions of the act to “facilities” proposed to be purchased, and it is a fair inference 
that bids and awards for more than a single facility as a unit were contemplated. 

See, also, the discussion of competition under section 16 in the conference re- 
ports (p. 17 of H. Rept. No. 1055 and p. 15 of H. Rept. No. 999). There would 
appear to be no logical objection to recognition of bidders in this category for 
purposes of negotiating because, while they are not in competition for separate 
facilities as such, their bids readily could be compared with aggregate bids for 
the separate facilities involved, and the Government’s advantage easily could 
be determined, whether at the outset or after subsequent negotiations. 

Clearly, also, the fact that proposals were not final—serving merely the pur- 
pose of establishing a floor for negotiation of final contracts—precluded any 
undue advantage over a competing bidder interested in a single facility. Finally, 
since the statute must be construed as a whole, each provision being given a 
meaning harmonious with all other provisions, it appears clear that the overall 
design and purpose was to bring all qualified bidders into the competition. Con- 
sequently, the requirement of subsection 7 (b) (4) should not be given a technical 
meaning which would restrict eligibility so as to exclude qualified purchasers 
interested only in integral groups of facilities, but a meaning, such as that 
adopted by the Commission, more consistent with the whole objective of the law. 

It is significant that proposals for combined units did not deprive any bidder 
of opportunity to participate in the negotiations for final contracts, that disposal 
of the facilities on a plant-by-plant basis was not precluded, and, as pointed out 
at page 28 of the Commission’s report, that the price agreed upon with the cor- 
poration after negotiation “represents the greatest aggregate return to the Gov- 
ernment for the three plants.” 

Hence, whether the Shell Chemical Corp. be regarded as bidding “zero” for 
“each of the facilities” or as not bidding at all for a single facility as such, it is 
believed that no legal requirement necessitated elimination of its proposal or 
precluded negotiation with it. Nor is there perceived any valid objection other- 
wise to consummation by the Commission of the negotiated sales contract with 
the corporation as found to be in the Government’s interest under the remaining 
provisions of Public Law 205. 


The CuatrMan. That is signed by the Comptroller General. 

Mr. Kane. Signed by Joseph Campbell, Comptroller General. 

The Cuarrman. Thank you very much, Mr. Kane. 

Now, Mr. Courtney. 

Mr. Kane. Thank you, Mr. Chairman. 

The Cuatrman. Now, Mr. Courtney, have you any comments to 
make on any phase of the brief and the arguments submitted by the 
two distinguished lawyers who have just preceded you ? 

Mr. Courtney. Mr. Chairman, I have two comments to make. 

The CuHarrMan. The committee will be pleased to hear you. 

Mr. Courrney. Mr. Chairman, in the first place, I would like to 
repeat for the benefit of the members who were not here 
Mr. Arenps. A little louder, Mr. Courtney, please. 

Mr. Courtney. The question that was addressed by Mr. Cole, one 
of two questions, to Mr. Connolly. Mr. Cole asked Mr. Connolly 
whether if the bid on these three plants had been $1 for 1, $1 for an- 
other, and $20,999,998 for the other, with, of course, the stipulation 
that only the 3 plants and $30 million would be the final negotiated 
figure, whether or not that would have qualified Shell Chemical, and 
Mr. Connolly answered that question “yes”. 
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Now, the purpose of this statute and the purpose of this direction 
in the statute, Mr. Chairman, was not to make the Congress and the 
Commission appear as foolish and as absurd as they would be in the 
ease posed by Mr. Cole to which the answer was made. 

The purpose of this statute, Mr. Chairman, was four times declared 
by the Congress to be to effectuate the purposes of the act, and it 
defined the purposes of the act in section 2, and it set up the criteria 
in section 17—7 in number. 

The question at issue before this committee is whether the Commis- 
sion has achieved the basic objective of the act and whether its report 
adequately informs the Congress according to the criteria by which it, 
the Congress, sall judge the acts of the Commission. 

There is one basic fallacy that seems to have crept into the argu- 
ments of my worthy opponents, and one is that they are proceeding 
upon the law of contract or offer and acceptance. There is no such 
thing involved in this statute. 

There is no commitment by any person who is described in the 
statute and in this colloquy as a bidder. There is no suggestion that 
his bid could be accepted and would be enforceable against him. 

In fact, the situation in this statute is quite to the contrary, because 
section 16 clearly places a complete discretion in the hands of the 
Commission to achieve and effectuate the purposes of the act, and it 
does not require that the highest bidder or that any particular bidder 
be made any award, no matter how long he may have negotiated nor 
what his position in the industry might have been. 

The duty of the Commission was to achieve the sale of the plants 
on the criteria in section 17, and to obtain the full and fair value for 
the Government, and thus achieve in the sale a free and competitive 
synthetic rubber industry. 

Now, the second point, Mr. Chairman, is this: We have labored the 
word “shall”. It is not unfamiliar to this committee to be confronted 
with the word “shall” in the statute. 

In June of last year, June of 1953, the Department of Defense, in 
construing the Cataloging Act, which passed through this committee, 
Public 436, referred to the word “shall.” Because the Congress, 
in spelling out what should be in the catalog, said it shall contain 
certain things, among others, and that was the performance data to 
make the catalog useful. That was held to be mandatory and wholly 
incapable of performance, for which reason the statute was to be dis- 
regarded, and we were to have no single catalog. 

Now, in June of 1953. the committee very summarily disposed of 
that contention and it cited the case of French against Edwards, 
which is an old United States Supreme Court case, Hornbrook law, 
if we please. to remember the hometown from which Mr. Connolly 
and myself have come, also the home of West Publishing Co. 

The Court said in that case—and this is the case we cited to the De- 
partment of Defense, and this. Mr. Chairman, is the reason we have 
nade some progress toward a single catalog, as the Congress re- 
quested : 

Provisions of this character are not generally regarded as mandatory unless 
accompanied by negative words importing that the acts required shall not be 
done in any other manner or in any other time than that designated. 

Now, I am not alone in reaching a conclusion, a legal conclusion 
with respect to the use of the word “shall” And I should like to 
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invite the attention of my brothers to the United States Supreme Court 
again, in a case in which the question involved was the question of 
the service of process, a very important private right. The statute 
used the word “shall” and it was attempted to be construed as manda- 
tory, and here is what the Court said: 

As against the Government, the word “shall,” when used in statutes, is to be 
construed as “may,” unless a contrary intention is manifest. 

Let me cite here Lrhardt v. Schroeder (155 U.S8.), just very briefly, 
quoting “Cooley on taxation” and the tax rights and the rights of tax- 
payer, which to many people are important. 

Here is what the Court adopted as its language : 

The protection of the convenience only of a taxpayer is not of such a vital 
nature as to authorize a court to treat a statute primarily directed to public 
officers for their guidance, and the substantial protection of the Government, as 
mandatory, and to consider official acts not in strict conformity with the statute 
as void. The protection must be substantial and must be intended as a guard 
of rights or property. 

And in this case, there are no rights whatsoever involved on the 
part of the bidder. It is only the protection of the Government and 
the effectuation of the purposes of the statute that are in issue. 

And I might cite also the Wisconsin Railway Company in 94 United 
States: 

“shall” ought undoubtedly be construed as meaning “must” for the purpose of 
sustaining or enforcing an existing right, but it need not be for creating a new 
one. 

Now, I won't labor this point longer, Mr. Chairman. I could cite 
other cases and I will be glad to furnish the committee with other 
cases if it becomes a legal question. 

However, there was unwittingly, I think a confession on the part 
of my brother Blalock, and I assume from his statement that you 
knew my reputation at least, that it was my opinion to which he was 
directing your attention. 

He says: 

One must remember here that Congress is the Court. This committee interprets 
and enforces its own law. No recourse is left in the courts because by a failure 
to act between now and March 25, Congress permits this illegal contract to go 
into effect. 

Now, the statute provides that the Commission shall report to the 
Congress and its report is left to the judgment of the Congress, in this 
case the committee of the Congress charged with reviewing the matter. 
It is for this committee to say whether the Commission has fully and 
in all respects complied with what the Congress wanted to know, and 
the Congress wanted to know what the final agreements were and 
whether ‘they would create a free and competitive synthetic rubber in- 
dustry. 

In that view and by that concession, this statute could be nothing 
else than a direction to the Commission as to what it would do and 
what it should do and what it ought to do, so that the Congress might 
be informed. That clearly was for the guidance of the Commission 
in its report to the Congress. It was directory and it conferred no 
rights whatsoever upon any bidder or group of bidders. 
That is all, Mr. Chairman. 

The Cuarrman. Thank you very much, Mr. Courtney. 
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Mr. Price. Mr. Chairman, may I just ask one question. 

The CHairMan. Mr. Price. 

Mr. Price. Mr. Courtney, in your reference to the “shall” in section 
7 (b). and all the other different subsections of section 7, you can seem 
to leave the inference that this “shall” applies one way as far as the 
Government is concerned, and another way as far as the bidders are 
concerned ; is that correct / 

Mr. Courrnery. Yes, sir. 

Mr. Price. Well, why ¢ 

Mr. Courrney. That is what the law says. That is what the Su- 
preme Court says. 

Mr. Price. Well, the law—what does the law say / 

Mr. Corrney. I have just read you the Supreme Court cases. 

Mr. Price. I am sorry, I was called out to the telephone. 

Mr. Courtney. Oh, I am sorry. I will get you one right on the 
nose, 

Railroad Company v. Hecht. This was a case of the service of 
process, a very important private right, I admit. 
As against the Government, the word “shall,” when used in statutes, is to be 
construed as “may”, unless a contrary intention is manifest 


and here no such intention appears. 

Mr. Price. All right, Mr. Courtney 

Mr. Courrney. Now, the purpose of this statute, the purpose of 
these directions as to “shall”—— 

Mr. Price. Mr. Courtney, that is the point I am trying to bring out. 
As I read section 7, it is as against the bidders and not as against the 


Government. 

Mr. Courtney. Well, I think that you and I disagree ou 

Mr. Price. Perhaps so. You are an attorney, and I am not. 

Mr. Courtney. On semantics. 

Mr. Price. No. I just happened to serve on the committee. I knew 
what we were trying to do when we set the section up, and I thought 
we may have accomplished it, but apparently we haven’t. But I do 
read section 7 as being against the bidder, which sets certain specifica- 
tions that they must follow, and it doesn’t regulate the Government, 
but it regulates the bidders. 

Mr. Courtney. Oh 

Mr. Price. Isn’t that true? 

Mr. Courtney. I would disagree with you on that. 

Mr. Price. Well 

Mr. Courrney. Because it is a direction. 

Mr. Price. I am only thinking. That is my thought on the subject. 

Mr. Courtney. No. it is stated that the Commission shall do these 
things. 

Mr. Price. The Commission shall direct certain things, certain re- 
quirements from the bidders. 

Mr. Courtney. The Commission shall. 

Mr. Price. Yes. 

Mr. Courtney. There is a distinction. 

Mr. Price. In their dealing with bidders, with proposals. 

Mr. Courtney. The Commission shall. 

Mr. Price. The proposals wouldn’t be from the Government. They 
would be from bidders. 
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Mr. Courtney. Well, if you think of this statute in terms of offer 
and acceptance, if you think that you are dealing with bids in the 
conventional sense of the term, perhaps you might have same argu- 
ment. But these are not bids. These are merely proposals. These 
are merely qualifying, if you please, requirements. 

Mr. Price. What is the difference ¢ 

Mr. Courtney. There is a vast difference. If it were a bid, it could 
be accepted immediately by the Government and it would become a 
binding contract. In this case it could not be accepted by the Govern- 
ment, no matter what was in the bid. It had to go to negotiation and 
it had to come under the provisions of section 16. And as I pointed 
out to you a moment ago, section 16 is not a high bid statute such as 
we know in the Armed Services Procurement Act of 1947. Now, here 
is What we finally get to, after all these things shall have been done. 
Now, this is section 16. And this is important to the consideration 
of a matter of this kind, because the duty of the Congress is to effec- 
tuate the purposes of the act. 

Here it is: 

In arriving at its recommendations for the disposal of the facilities, the Com- 
mission shall use as the basis for negotiating the sale of each facility the highest 
amount proposed to be paid for each facility. 

Mr. Price. For each facility. 

Mr. Courrney (reading). 

If in the opinion of the Commission the highest amount proposed to be paid 
was a bona fide proposal— 

Now, if Mr. Connolly’s position is correct, would you consider—and 
I concede it—would you consider that a dollar bid for one of these 
proposals was a bon fide proposal ? 

Let me continue with the statute. 

Provided further, That in using such highest amount as a basis for negotiation, 
the Commission may negotiate with respect to any facility with any person who 
submitted a proposal on that or any similar facility, and may recommend sale of 
any facility to any person who submitted a proposal on that or any similar 
facility at a price which is equal to, higher than or lower than the highest amount 
to be proposed to be paid for each facility as the Commission determines will 
best effectuate the purposes of this act. 

Mr. Price. So far you haven’t talked about anything except each 
facility in the sale there. 

Mr. Courtney. That is right. 

Mr. Price. You haven’t talked about any package deals. 

Mr. Courtney. There is nothing in the act that prohibits a package 
deal. 

Mr. Price. Nothing in there that approves it, either, or stipulates 
the package deal. 

Mr. Courtney. Well, I have read you the provisions of the Act. 

Mr. Price. But there has been evidence of legislative intent to debate 
on the floor of the Senate, at least, that stipulated individual sales. 

Mr. Courrney. Of course, I am aware of the coloquy that was read 
into the record, Mr. Price, but that has not changed my opinion. 

Mr. Price. Well, I am not debating your opinion because I am not 
qualified todo it. Iam merely thinking out loud here. 

The CuarrmMan. Mr. Cole. 

Mr. Corr. Mr. Chairman, I was impressed by the argument con- 
tained in the Comptroller General’s letter which I will only quote from 
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memory, but the effect of it—and I would like to solicit your concur- 
rence or disagreement, Mr. Courtney. The effect of it was that in the 
opinion of the Comptroller General, that if a bid were submitted for 
plants individually, a number, a price in dollars assigned to each plant 
and an aggregate of those prices for all of the plants, with a condi- 
tion that if the bidder could not get all of the plants, it didn’t want 
any of the plants—that the net effect of that type of a bid was that the 
bidder bid nothing for each of the plants or an aggregate if he could 
get them all. Do you agree with that or not? 

Mr. Courtney. Well, I think that would have to follow. 

Mr. Corr. Of course, doesn’t it logically follow ? 

Mr. Courtney. As a matter of logic, Mr. Cole, I see no escape from 
that conclusion. 

Mr. Coxe. If a person puts a condition on a bid, the effect of which 
is that unless he can get them all for the aggregate price, then he 
doesn’t want any of them—the effect of that bid is that he bids nothing 
for each of them or a definite figure for all of them. 

Mr. Courtney. Well, Mr. Cole, may I—I fully concur in that. Mr. 
Connolly concurred in it. I concur in it, and the Comptroller General 
concurs In it. 

Mr. Corz. Isn’t that exactly what Shell did ? 

Mr. Courtney. May I point out, Mr. Chairman and Mr. Cole, that 
if my count is correct, substantially all of the persons here who are 
recommended as purchasers, bid on joint proposals. I have read 
through—and I am only quoting. from memory now—I have read 
many of them, where two plants were bought by the same concern or 
the same group. In those cases the bids were a joint bid. While the 
amounts were allocated to the different plants, it was stated firmly 
that the proposal would only be considered by the bidder, if you please, 
on the basis of the total amount. 

Mr. Price. Mr. Chairman, may I just ask one more question ? 

The Cuatrman. Mr. Price. 

Mr. Price. Mr. Courtney, how do you get around this phrase of a 
bone fide proposal, when it certainly can’t be considered a bona fide 
proposal ? 

Mr. Cote. Certainly, it is a bona fide proposal. 

Mr. Courtney. It is a bona fide proposal, for 3 plants or 2 plants, 
asthe case may be. But it isn’t 

Mr. Price. As applied to individual] plants, it would be a bona fide 
proposal. 

Mr. Courtney. Yes, sir. 

Mr. Price. If you offered nothing for it. 

Mr. Courtney. Well, they don’t offer nothing for them. They 
offered to take three. 

Mr. Price. That is the effect of it. 

Mr. Courtney. Or two, as the case may be. 

Mr. Price. The effect of it is that you offer nothing for it. 

Mr. Courtney. If you want to carry it to its logical conclusion, as 
the Comptroller General has said, that is where you get. 

Mr. Purr. Doesn’t the statute require that they should be bid 
plant by plant? How are you going to get behind that? Who is 
going to determine that, the Comptroller General or some attorney 
for the Government agency or the authors of the bill and the Congress? 
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You are probably familiar with this, as you sat here listening to the 
reading of Senator Capehart’s testimony. 

Mr. Courtney. Yes, I did. 

Mr. Puta. In which he expressly said that he intended that these 
bids should be accepted plant for plant. How are you going to get 
around that? That is a direct statutory provision. How are you 
going to get around it? 

Mr. Courtney. Well, Mr. Philbin, I should answer that by saying 
of course that any Member of the Congress has a right to express his 
opinion and interpret his views in voting upon the law. However, 
remember this law represents the concurrence of both the House and 
the Senate. 

Mr. Puce. Don’t you think that that is some sort of very strong 
evidence on the question of congressional intent ¢ 

Mr. Courtney. I am sorry. I think it is informative, but I don’t 
believe it is controlling. 

Mr. Puitsrn. Of course, I don’t see any question at all of offer and 
acceptance here. I don’t know why that should be injected into this 
controversy at all. It is merely a question, as I see it, of whether or 
not this statute has been complied with in the submission of these 
bids. That is the only question I see here. I think it is a very simple 
one. But I think there are some very serious questions that have been 
raised as to whether there has been compliance. 

Mr. Courtney. Well, may I point out, Mr. Philbin, that that is 
the burden of my discussions with the committee. I have only been 
asked to state my legal opinion to the committee as to whether or not 
this is a mandatory statute, and I hold that it is a direction to the 
Commission. 

Mr. Pumer. I understand that. 

Mr. Courtney. And it is for the Congress to say whether the Com- 
mission has fully or completely complied with its direction. It may 
waive anything in the statute that it chooses as to the directions it gives 
to the Commission; no rights inhere in the bidders. 

The Cuarrman. Now 

Mr. Brooks. Will the gentleman yield there? 

Mr. Puisrn. Yes. 

Mr. Brooks. I want to ask you this, in reference to the construction 
of the word “shall,” as to whether it is permissive or mandatory. What 
would you do with the stipulation that requires the deposit of 214 
percent, in either cash or Government bonds. Is that mandatory or 
is that 

Mr. Courtney. I think it could be waived, Mr. Chairman—Mr. 
Brooks. And commonly percent provisions of that kind which are 
not complied with are held to be irregularities. We have situations 
of that kind. 

Mr. Brooxs. You think that is permissive, too, do you ? 

Mr. Courtney. Let me finish. We have situations of that kind 
where the requirement is for the deposit of a bid bond at the time a 
bid is presented, and the Comptroller has, immemorially, has ruled and 
the Government has taken the bid most favorable to the Government 
under those conditions and permitted the filing of a bid bond after 
the bids were opened. That was held to be an irregularity because 
the prime concern, says the Comptroller, is the protection of the 
Government. 
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Mr. Putten. Does the gentleman yield ? 

Mr. Brooks. You have the floor. 

Mr. Puitein. May I ask one further question, Mr. Chairman? 

The CuatrmMan. Mr, Philbin. 

Mr. Putter. Supposing, Mr. Courtney, that none of these pro- 
posals were in writing, do you think that would have satisfied the 
requirements of the statute ¢ 

Mr. Courtney. I think the Congress could waive it. - 

Mr. Puiretn. You think the Commission would have authority to 
waive it ? 

Mr. Courtney. Yes, I think they could 

Mr. Puinsin. You think the Commission could have the authority 
to waive the requirement that any of these bids should be put or any 
of these proposals should be put in writing ? 

Mr. Courtney. I think the Congress 1s the final arbiter of whether 
or not, and this is the point—the Congress is the final arbiter of how 
the Commission has performed its work. 

Mr. Putten. Well, I think that that is true. 

Mr. Courtney. Subject to the criteria it has set. 

Mr. Puiiprn. My question was addressed to the point of whether 
or not, if none of these proposals had been required by the Commis- 
sion to be in writing, whether that would conform with section 7. 

The CnatrmMan. I suggest to all the members 

Mr. Courtney. I think that would bean irregularity. 

The Crarrman. I suggest that all the members of the committee 
read most carefully the Comptroller’s opinion and the logic and the 
way he arrives at his conclusions. 

Mr. Gavin. Mr. Chairman. 

The Cuarrman. All right, Mr. Gavin. 

Mr. Gavin. Mr. Courtney, did all the interested parties have an 
opportunity to submit a proposal on these respective plants to the 
Commission ? 

Mr. Courtney. Well, now, I can only depend on the Commission’s 
report, and it is my understanding from the Commission’s report that 
all parties were negotiated with. 

Mr. Gavin. Were all what ? 

Mr. Courtney. All of the parties who have been mentioned here, 
including the two who protested, were negotiated with at some point. 

Mr. Gavin. Then, I assume that the Commission did enter into 
negotiations after all proposals had been received? Evidently they 
had, because the Commission, as I understand, increased through their 
negotiations the original offer of $27 million to $30 million, is that 
right ? 

Mr. Courtney. That is what the Commission’s report shows. 

Mr. Gavin. Well, evidently they then, in those negotiations, did 
consider other bids that had been submitted for these respective plants, 
to enable them to negotiate to the extent that they secured an additional 
$3 million, is that right? 

Mr. Courtney. Yes. I think Mr. Connolly testified, and his pre- 
pared statement shows, that the bid of Minnesota Mining, for ex- 
ample, was, in the negotiations, increased substantially. 

Mr. Gavin. Now, for my own information, would the Commission 
call in those other individual corporations who had submitted pro- 




















1094 


posals to attempt to negotiate with them on the respective plants in 
which they were interested ? 

Mr. Courtney. Well, if I read the report correctly—and of course 
the Chairman of the Commission would have to be the one to say— 
but my understanding from the report in reading it was that all per- 
sons were negotiated not once but a great many times until the final 
figures were arrived at. 

Mr. Gavin. That is the point I am trying to make. If all interested 
parties were given an opportunity to negotiate with the Commission 
to submit what would be the high bid, and after that had been deter- 
mined, then the Commission arrived at a recommendation of this par- 
ticular proposal from this company. 

Mr. Courtney. That is my understanding of the report. 

Mr. Price. Mr. Chairman, just one point. The gentleman from 
Pennsylvania wants information on that subject. I think that is one 
of the points at issue. 

Mr. Gavin. That is what I would like to find out. 

The CHatrMan. I suggest all the questions of the gentleman from 
Pennsylvania propounded to Mr. Courtney should be addressed to Mr. 
Pettibone, who will be on the stand with the other members of the 
Commission as soon as we get through with Mr. Courtney and they 
are very pertinent questions and we have more questions to ask Mr. 
Pettibone and his Commission. But those are questions, in my judg- 
ment, that should be addressed to him. 

Mr. Price. But I think we can answer the question of the gentleman 
from Pennsylvania without Mr. Pettibone. 

The Cuatrman. All right. 

Mr. Price. That is one of the points at issue. They were never able 
to negotiate for a single plant as against the Shell bid because there 
were no bids on single plants by Shell. 

The Carman. Well, we will get to that. 

Mr. Gavin. I think if the gentleman listened to the testimony of 
Mr. Courtney, who peinted out what could happen, that the corpora- 
tion submitting that. proposal had offered a dollar or $50 or $50,000 
for plant 1 and 2 and then $26,800,000 or $900,000 for the other plant, 
it would have been conforming to the technicalities set up 

The Cuarrman. Members of the committee—— 

Mr. Cunnineuam. Mr. Chairman, at that point may I ask one 
question ? 

The Cuatrman. Mr. Courtney is going to be here with us all the 
time. Can’t we proceed and take Mr. Courtney a little bit later and get 
this thing running back on the track ? 

All right, go ahead. 

Mr. Cunnincuam. Mr. Courtney, assuming that your interpreta- 
tion of the meaning of the word “shall” is correct, that it is only a 
directive, then under the authority granted by Congress to the Com- 
mission that it be interpreted as a directive, do you consider that the 
Commission would have the right to accept any bid that was not a bona 
fide bid, that is, to accept, say, $1,000 for each of three plants and in 
order to get by with the directive? Do you think that was the intent 
of Congress? 

Mr. Courtney. Oh,no, Assuming the $1,000 in the case you put was 
the highest bid of all 

Mr. Cunnincuam. (Nods.) 
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Mr. Courtney. The Commission is enjoined by section 17 to accept 
the highest amount if, in the opinion of the Commission, the highest 
amount proposed to be paid was a bona fide proposal. 

Mr. CunninGHAM. What I am getting at, Mr. Courtney: Was there 
anything inequitable in what was done? That is what Tam trying to 
find out. 

Mr. Courtney. Well 

Mr. CunninGuam. I think that is what this committee wants to 
know. 

Mr. Courtney. I think : 

Mr. Cunninenam, After all, we are the last arbiter, you say. We 
can judge this under the rules of law, the rules of equity or under our 
rules. 

Mr. Courtney. That is what Mr. Blalock concedes and what I fully 
concede. That is one point of very substantial agreement. 

The CuatrMan. Now, members of the committee, I want to ask 
that—when we convene at 2 o’clock, we are going to have the pur- 
chasers, the 11 purchasers of the copolymer plants. I prepared last 

Saturday a series of questions which gets right down to what small 
business is going to get from each individual and whether the xy con- 
sider this commitment legally binding. I willstart off this afternoon— 
if anyone wants to ask any questions at any time of Mr. Courtney, we 
will bring him back and go over what Mr. Courtne y said. There is 
no intention to cut anybody off. We have these people here. They 
have all been requested to come here. And I would like Mr. Blandford 
to give each member of the committee and put on each one’s desk 
the series of questions we propose to have answered. I want the record 
toshow what small business is going to get. 

It was pointed out in Mr. Yates’ testimony that from the way he 
calculated, the small business would only get 88,000 long tons a year. 
I have been going on the assurances from the commitments guarantee- 
ing to small business at least the amount they were receiving now, or 
127,000 long tons. 

So I am going to ask each one of these gentlemen who purchase these 
plants to come here and tell us exactly. 

There are 13 questions. I trust all of them will be back here at 2 
o’clock and get the answers. Because we will add up our own black- 
board and find out the situation. 

(Whereupon, at 12 noon the committee adjourned until 2 p. m.) 











AFTERNOON SESSION 


The Cuatrman. Let the committee come to order. 

Now, the first witness this afternoon, when we consider these two 
resolutions, No. 170 and No. 171, is the distinguished Assistant At- 
torney General, Judge Barnes. 

Is the judge in? 

Mr. Bianprorp. I don’t see him out there, Mr. Chairman. 

The Cuatrman. Well, while we are waiting for the judge, we will 
start in with our questions that I circularized to the industry. Let’s see 
what progress we can make on that. 

Now let’s see who is our first witness, please. 

Mr. Buanprorp. ( Aside.) 
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The Cuarrman. Now, have all the members of the committee the list 
of questions that I propose to ask these purchasers of the copolymer 
and butyl] plants ? 

Now, the first witness—is Judge Barnes in? 

( No response.) 

The Cuarrman. Now, the first witness, please come around, is some- 
one from Goodrich-Gulf Chemicals, Inc., owned equally by B. F. Good- 
rich and Gulf Oil Co. 

Who is here for that corporation ? 

Give your name to the reporter. 

Mr. Ricnarpson. My name is William S. Richardson. 

Mr. Jounson. There is Judge Barnes. 

The CuarrMan. Judge Barnes. 

Mr. Barnes. Yes, sir. 

The CHarrmMan. Will you excuse me, sir? 

Mr. RicHarpson. Yes, sir. [Laughter. | 

The Cuarrman. Now, members of the committee, we have Judge 
Barnes, from the Department of Justice. There are just a few ques- 
tions I want toask the judge. 

Now, before he testifies, to make the record clear, I think we should 
insert the letter of January 7, 1955, from the Office of the Attorney 
General to Mr. Pettibone. You will find that on page 32 of this 
report. 

Mr. Smart. The Commission’s report. 

(The letter is as follows:) 


OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., January 17, 1955. 
Hon. HoLMAN D. PETTIBONE, 


Chairman, Rubber Producing Facilities Disposing Commission, 
Washington 25, D.C. 

Dear Mr. PerrTison: This refers to the report relating to the proposed disposi- 
tion of the Government-owned rubber producing facilities which you have pre- 
pared for submission to the Congress. *Section 3 (d) of the Rubber Producing 
Facilities Disposal of 1953 requires that the Commission, before submitting the 
proposed disposal report to the Congress, shall submit it to the Attorney General, 
who shall advise the Commission whether, in his opinion, the proposed disposi- 
tion will violate the antitrust laws. 

This is to advise you that on the basis of the information furnished to me by 
the Commission I do not view the proposed dispositions as being in violation 
of the antitrust laws. I express no opinion, however, concerning the legality of 
any programs or activities in which the proposed purchasers may engage in the 
utilization of these properties, nor as to any matters other than whether or not 
the proposed dispositions violate the antitrust laws. 

There is also enclosed my statement of findings for your report to the Congress, 
as required by section 9 (a) 4 of the act. 

Sincerely, 
HERBERT BROWNELL, Jr., Attorney General. 


The Cuatmrman. Now, Judge Barnes, advise the committee which 
branch of the Department of Justice you are charged with handling. 

Mr. Barnes. I beg your pardon, I didn’t hear that, sir. 

The Cuarrman. I say advise the committee which branch of the 
Department of Justice that you are charged with handling and advis- 
ing the Attorney General about. 

Mr. Barnes. Yes, sir. I am Assistant Attorney General in charge 
of the Antitrust Division. 
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The Cuarrman. How often were you consulted by the Commission 
in its preparation or in the consideration of its contracts and the 
report ¢ 

Mr. Barnes. The first consultation was on October 22, 1953, prior 
to the time that the full Commission had been appointed. ‘There were 
conferences thereafter, sometimes by telephone and sometimes by 
personal contact, and occasionally by letter. I would say that they 
averaged better than once a week during that period of time, although 
not spaced in that way. 

In other words, there would be several communications on a partic- 
ular subject, 4, 5, 6 times during a week, and then there would be per- 
haps no reference between us for another period of a month or so. But 
it averaged, I would say, better than—I know better than once a week, 
and probably approaching twice a week. 

The CuHarrman. Then we can sum it up that you and the Depart- 
ment of Justice were in constant touch at various times while the 
Commission was in its negotiation period and even prior thereto / 

Mr. Barnes. That is correct. 

The CuatrMan. Now, Judge, I noticed this language in the report 
with reference to the sale of the copolymer plants. This is on page 34: 

Thus, in my opinion, the proposed sales of the copolymer plants will best 
foster the development of a free competitive synthetic rubber industry, as 
required by section 3 (c) of the act, and accordingly are hereby approved. 

Now, can you give the committee the background, how you reached 
that conclusion, and upon what facts you reached that conclusion / 

Mr. Barnes. I think we have to start with the proposition that this 
legislation was passed with the intent on the part of Congress to sell 
the facilities, if that was possible, in accordance with the law. 

I point out that this was not the institution of a new industry in a 
vacuum, but was the proposed sale of facilities which had been in 
actual operation with relationhips existing between the various 
plants, the raw material, and the use of the product. 

I refer particularly to the knowledge on the part of Congress that 
was extremely likely that the best opportunity for purc chase of the 

facilities would be by those companies or individuals who had there- 
tofore operated the facilities. That is expressed in various passages 
from congressional consideration of the matter. 

I point out that the report made by Harry A. McDonald, adminis- 
trator of the Government-owned rubber producing facilities (through 
the Reconstruction Finance Corporation), dated March 1, 1953, con- 
tained this language: 

The most likely purchasers of the synthetic rubber facilities are the rubber, 
petroleum and chemical companies now operating them for the Government's 
account. Obviously, the desire of the rubber companies to control the source 
of their raw material supply and of the petroleum companies to maintain an 
outlet for their refinery products provide an initial business incentive to this 
result. Additionally, the present operators of these facilities have acquired a 
familiarity with management and operating problems that places them at an 
advantage over newcomers to the field. 

The likelihood that disposal will in large part follow this pattern is enhanced 
by the circumstance that many of the facilities are dependent for their efficient 
operation upon adjacent facilities owned by the present operators which were 
never part of the Government program. Such dependence rests upon feedstock 
supply in the case of the butyl facilities and several of the butadiene plants, and 
in some instances upon the supply of essential utilities such as steam, electricity, 
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or water. This dependence is not absolute from an engineering viewpoint, but 
in most instances severance can be achieved only at the cost of substantial 


economies. 

The act was passed with that knowledge in the congressional mind. 

It was therefore no surprise, as 1 or 2 of the Senators expressed 
last week, that the individuals who had operated the copolymer plants, 
with 1 exception, were the oniy bidders for those plants. 

Now, I do not mean to infer that simply because these particular 
companies had been operating the plants in the past, that that meant 
that no other operation could exist in the future. I point that out 
merely to show that the decisions in a case of this kind must be made 
ir view of the practicalities of the situation, as in addition to the 
fundamentals of law underlying the problem. 

The GR-S plants, of course, had to be purchased in some relation- 
ship to the butadiene, which is their principal source of supply 
product. 

In analyzing what this would do to the industry, we call attention to 
a matter which was in turn called and suggested to the attention of 
the Rubber Commission by the Department of Justice, and that was 
the inclusion in the appendix which is made a part of each contract 
of clauses designated in each instance as 2. 

I call attention to the fact that each one of these copolymer plants 
contracts contains one of these appendixes, under which the purchaser 
represents and warrants as a material part of the transaction a certain 
willingness on the part of the purchaser to make available to indi- 
viduals or corporations, other than the purchaser, certain of its 
products. 

That clause, I think, unfortunately, but as a fact, is not similar 
in each of the contracts. 

The Cuarrman. In that connection, could you comment as to wheth- 
er it is enforceable and has a legal, binding effect upon the purchaser ¢ 

Mr. Barnes. It is our conclusion, sir, not as part of this opinion, 
because we are not asked, as far as the Attorney General’s opinion is 
concerned, as to the legality or binding nature of such contracts, but 
we have considered the question, though not exhaustively, and we be- 
lieve that those representations are a binding part of the contracts for 
the sale of the copolymer plants. 

The CuHarrman. Now, that all hinges a great deal on that, does it 
not, as to whether the small fabricators can get from these copolymer 
plants a certain percentage or certain number of tons, and if that is 
good and it is binding and legal—and we propose to ask each one here 
this afternoon that identical question. 

Mr. Barnes. I think that is an extreme—— 

Mr. Kinpay. Of course, Mr. Chairman 

The CHatmman. Mr. Kilday. 

Mr. Kiipay. At whose suit would it be enforceable, Judge, and in 
the suit or otherwise, would there be any opportunity for examining 
into what constituted small business, or things of that kind? Just how 
would it come up? That question has been raised before us already, 
is the reason I asked. 

Mr. Barnes. Of course, the term “small business” has a statutory 
definition in the act. 

The Cuarrman. That is right. 
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Mr. Barnes. Which is not perhaps as complete as it might have to 
be in the event of litigation. 

I think that the Rubber Commission would have authority to sue to 
enforce the contract if it found that there was a misrepresentation or 
a failure to comply with the warranty expressed by the purchasers. 

The CuarrMan. Does not, Judge, the Rubber Commission go out of 
existence when the transfer takes place? 

Mr. Barnes. I couldn’t hear your question. 

The Cuatrman. Does not the Rubber Commission go out of exist- 
ence when the transfer takes place? Then it would be encumbent upon 
somebody in the Department of Justice, the Department itself, or 
somebody, for somebody to institute in some way some kind of pro- 
ceedings to carry out this warranty. 

Mr. Barnes. I think that is true, sir. 

Mr. Buanprorp. That is covered in the law, in section 20 of the law, 
which states: 

The Commission shall cease to exist 30 days after the termination of the trans- 
fer period, as provided by section 7 (i) of this act, but nothing contained in this 
section shall be construed in any way so as to abrogate, modify or adversely 
affect any contract for the sale of Government-owned rubber producing facilities 
pursuant to this act. 

After the Commission ceases to exist, such contracts, leases and other matters 
involving the Commission shall be administered by such agency of the Govern- 
ment as the President may designate. 

The Cuarrman. Then the President—go ahead. That takes care of 
that. 

Mr. Barnes. As I was saying, Mr. Chairman, I think it should be 
noted that these paragraphs 2 are not uniform and that there may be 
separate questions arising under each of the contracts, dependent upon 
the exact language that is used. For example, in some of the contracts, 
as, for example, I am looking now at page 213, the copolymer plant at 
Baton Rouge, the purchaser will make available 10 percent of the 
GR-S rubber. 

In other contracts there is reference to what the purchaser intends 
to do. 

The CHatrman. That is right. 

Mr. Barnes. Which, of course, is of a less binding quality than the 
former language. 

If we accept, however, that these representations are warranties 
made in good faith, then it is to be noted that the Firestone plants will 
make available to “nonintegrated business”—I think is a better term 
than “small business” as defined in the act—20 percent of its capacity 
of 129,600 long tons per year, or a total tonnage of 25,920. 

In similar vein, the Goodyear plants will make available 10 percent 
of their Akron and Houston, Tex., plants. 

Texas-United States will make available 20 percent of their 88,000 
long tons capacity. 

Copolymer Corp., despite the fact that it is made up of smaller com- 
panies, makes 10 percent of its production available. 

And then we have slightly different contracts with regard to U. S. 
Rubber, Goodrich-Gulf and American Synthetic. 

_ In that Goodrich-Gulf agrees to make 15,000 tons of its total capac- 
ity of 90,000 available each year, while U. S. Rubber uses still 
a different term and agrees to make between four and thirteen thou- 
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sand tons available per year to nonintegrated business, which consti- 
tutes from 20 to 60 percent, roughly, of its 22,000 capacity plant at 
Naugatuck, Conn. 

Likewise, the American Synthetic Co., which, again, of course, is 
made up of a number of smaller companies, agrees to make a maximum 
of 15,000 tons available to nonintegrated business. In addition to 
that, we have the Shell Chemical Co., at its Los Angeles plant, if it 
is the successful bidder. which has 100 percent of its business; that is, 
of its product available in the open market, and Phillips Chemical, 
likewise, with 100 percent available to the open market. 

Making a total tonnage not spoken for by what may or may not 
be properly called captive commitments, a total of 254,900 tons avail- 
able to nonintegrated business. 

The Cuatrman. Two hundred fifty-four thousand how much ? 

Mr. Barnes. Nine hundred. 

The CuairmMan. Nine hundred. 

Now, wait 1 minute, right there, Judge. Now, you say these war- 
ranties and these commitments, when you examined it, discloses that 
they will make available to these nonintegrated businesses 254,900 tons 
annually; is that correct ? 

Mr. Barnes. That is correct, within the limitations that I pointed 
out to you, Mr. Chairman. I want to be careful that—all these con- 
tracts are not the same. There may be some question as to just how 
far some of them commit. 

The Cuatrrman. How many—— 

Mr. Putisry. As to what portion of the percentage of the total 
coinmitments are there warranties made, rather than mere statements 
of intent? 

Mr. Barnes. I haven’t totaled that up, sir. 

Mr. Puiterx. Would it be substantial ? 

Mr. Barnes. I wouldn’t want to hazard that because I haven’t 
checked that. 

Mr. Putten. But you wouldn't be in position to give us that? 

Mr. Barnes. Yes, sir. 

The Cuarrman. What is the total tonnage used today by the non- 
integrated businesses / 

Mr. Barnes. This being a complete new industry with no other 
plants in the United States producing GR-S, the total capacity of 
the plants sold is the total capacity of the industry in the United 
States. That is 689,600 long tons per year. 

The Cuarrman. I know that. But how much is the integrated 
business using today ? 

Mr. Barnes. Oh, the figures that we can give you are not up to 
date, except from an estimated standpoint, Mr. Chairman. The last 
figures that we thought were really adequate and which are related 
to a situation before Korea, were dated June 30, 1950, and appear 
in the Senate Small Business Committee hearings, in their report 
of 1951. At that date, and if we assume here that these figures do 
not include any of the smaller companies already having material 
available by reason of their organization of the Copolymer Corp. and 
American Synthetic—something that we cannot tell here because we 
don’t know exactly how many—we don’t know the identity of the 
small companies that were contained in this listing. There were, how- 
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ever, in that listing 795 companies using 115,000 tons per year, which 
amounts, or which estimates should be graded upward at the present 
time. 

Our best estimates are that the nonintegrated business now uses 
approximately 152,000 tons per year. That is 20 percent of the total 
capacity of the GR-S rubber, and compares with 36.9 percent avail- 
able under these commitments to nonintegrated business, if we assume 
that the total production of Shell Chemical and Phillips Chemical is 
on the open market and not captive. In other words. it is almost—not 

quite, but almost—twice as much as the present need. 

The Cuairnman. Yes. Then with those facts and those figures be- 
fore you, you had no hesitancy to reach the conclusion that it will best 
foster the development of a free, competitive synthetic rubber in- 
dustry ? 

Mr. Barnes. I don’t understand exactly what you mean by no hesi- 
tation, Mr. Vinson. 

The Cuarrman. What? 

Mr. Kirrpay. No hesitation. 

Mr. Barnes. Let us say this, that we are always looking for perfect 
competition. Now, that is difficult of achievement. 

In view of all the circumst: nces, we had no hesitancy in advising 
the Attorney General that in our opinion this did fulfill the require- 
ments of the Act. 

The Cuatrman. Al] right. 

Mr. Lanxkrorp. Mr. Chairman. 

The CuHatrMan. Yes, sir. 

Mr. Lanxrorp. Judge Barnes, are those figures that you quoted 
geared to capacity or to output ¢ 

Mr. Barnes. To capacity, sir. 

Mr. Lanxrorp. To capacity ? 

Mr. Barnes. Yes. 

Mr. Lanxrorp. Fifteen percent of the capacity of the plant and 
not the output of the plant ? 

Mr. Barnes. Capacity. 

Mr. Lanxrorp. Thank you. 

Mr. Barnes. Now, that may vary. As I say, I am making a gen- 
eral statement respecting a series of bids that are not similar. 

Again, to be accurate, we would have to check. But I know that 
some of them relate to capacity. 

[ point out that on page 223 the United States Rubber bid relates to 
percentage of what is actually produced for the facility. So that is 
an example of the other side. 

Mr. Lanxrorp. They vary, then. 

The CuatrmMan. Now, the same conclusion was reached with refer- 
ence to the butyl plants, the styrene plants, and the butadiene plants 

Mr. Barnes. Yes, sir; we made the same finding, that is the At- 
torney General made the same finding, and reached the same con- 
clusion. 

The CHatrman. Now, any questions from any members of thie 
committee 

Mr. Fisher. 

Mr. Fisner. Mr. Chairman, I was on the Shafer subcommittee and 
I wanted to ask the judge this question: 
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Do you regard very many or, if so, how many of these plants—— 

The CuarrMan. Can’t hear you, Mr. Fisher. 

Mr. Fisuer. Do you regard very many of these plants as being 
obsolescent? Are they passing through a stage now where they have 
to be—there has to be a lot of money spent on them to modernize 
them? Don’t you have that problem ? 

Mr. Barnes. I don’t think I should express an opinion on that, Mr. 
Congressman. I have some knowledge of it, but I don’t think in con- 
sidering the legal aspects of it that the Attorney General’s office is in 
a position to competently advise on this phase of the matter. 

Mr. Fisuer. I am thinking about it from the practical standpoint 
of disposal, that if they are not disposed of before long some of them 
at least will be not only obsolescent but obsolete ? 

Mr. Barnes. I think that can be safely said about certain of the 
plants. 

Mr. Fisuer. All right. 

Mr. Barnes. I don’t think there is any question about that. 

The Cuatmrman. Now, Judge Barnes, I don’t know whether you are 
in position to answer this question or not. If you are, I would like to 
get an answer: 

Did you pass on the terms and conditions and make a conclusion in 
regard to any of the proposed bids ? 

Mr. Barnes. You mean as to amounts, sir? 

The Cuarman. No, I mean as to whether or not they were meeting 
the standards and the criteria of the law that was passed by Congress. 

Mr. Barnes. No, sir. We judged this only in accordance with the 
terms of the Act as it related to the antitrust aspect of the matter. 

The Cuarrman. All right. 

Now, it was testified by a distinguished colleague, the chairman of 
the Judiciary Committee, that the Armed Services Committee should 
ponder long before we approve any contracts with the Big Four, and 
these other people, because he classified them as not coming in with 
clean hands, that they were malefactors, they had been prosecuted, 
and judgments nolo contendere was agreed to, and in some cases were 
still pending. 

Have you any comment you want to make along that line, in view 
of the fact that they have been prosecuted on previous occasions for 
antitrust violations ? 

Mr. Barnes. As I have testified before in other places, Mr. Chair- 
man, a great many of the corporations that were successful bidders— 
in fact, most of them, except for the newly formed ones—— 

The CuatrMan. That is right. 

Mr. Barnes. Have been defendants in antitrust litigation and many 
of them are at the present time—we can refer you to the hearings 
before the Committee on Banking and Currency of the United States 
Senate, which was held in June and July of 1953, for a list of pending 
cases in the antitrust division up to that time. 

We have been requested by a Senate committee to bring that list up 
to date, and we find that almost without exception the large companies 
who are involved in this bidding have either in the past, or are pre- 
sently, defendants in antitrust litigations, including those who are 
participants in newly organized corporations, of which there are two, 
of course, for the copolymer rubber. 
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I can give you the names, but I am afraid it would be a pretty long 
list. 

The Cuatrman. Now, do you think that should be a bar for the Con- 
gress approving a contract in which they are parties, in view of the 
fact that in the past they have been defendants and have pleaded guilty 
and by equity agreed to judgments, and some of the cases are pending ? 
Should we attach to them what might be classified as a bill of attainder 
and say we cannot do business with them in the future because of their 
conduct in the past ? 

Mr. Barnes. Well, Mr. Chairman, very obviously we do not believe 
that because a company has been—when I say “we,” I refer to the 
Department of Justice, and more particularly to the antitrust division. 
We do not believe that because a company has violated the antitrust 
law in the past, and has been convicted, or is accused of it presently, 
with a determination yet undecided, that in either event that partic- 
ular corporation should be placed in the category of a second-class 
citizen, and not be entitled to apply just as any other legal entity or 
citizen for an opportunity to purchase Government property. 

However, I — out that human experience tells us that leopards 
don’t change their spots. We anticipate that it is entirely possible 
that in the future the operations after these disposals are made, if they 
are, will have to be very carefully watched by the Antitrust Division. 
And I point out that the Attorney General in his opinion letter of 
January 17, 1955, was, I believe, careful to cover that contingency 
when he stated: “I express no opinion”—I will read the whole para- 
graph, the second paragraph, of his letter: 

This is to advise you on the basis of the information furnished to me by the 
Commission, I do not view the proposed dispositions as being in violation of 
the antitrust laws. I express no opinion, however, concerning the legality of 
any programs or activities in which the proposed purchasers may engage in 
the utilization of these properties nor as to any matters other than whether or 
not the proposed dispositions violate the antitrust laws. 

And I can assure you that the Attorney General believes that that 
paragraph was put in there for a purpose, and that there will be as 
close supervision and investigation of what takes place in this industry 
as is possible for the antitrust division to follow out. 

The Cuatrman. I think that is a good answer, and I think that 
covers it. 

Of course 

Mr. Héverr. May I ask a question, Mr. Chairman ? 

The CHatrMan. Yes. 

Mr. Hésert. Judge Barnes, I think this is a pertinent question. 
However, it elicits an opinion from you. 

In view of the past history of the antitrust suits and the pleading 
of nolo contendere, and the finding of guilt, do you think that a $5,000 
fine is a deterring factor ? 

Mr. Barnes. I think it is a deterring factor. 

Mr. Hésert. Do you think it is adequate? 

Mr. Barnes. No; I don’t think it is adequate. 

Mr. Héserr. I think the testimony was given here in one instance 
the company was fined $5,000 and made $131,000. Just like the fellows 
in the numbers game, who is fined $25. 

Mr. Barnes. Let me say the Department of Justice, through the 
Antitrust Division, has recommended each year that I have been here, 
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including this year, a bill and a strongly supported bill, to raise that 
fine from $5,000 to $50,000, on the theory that to some well-heeled 
corporations a $5,000 license fee is simply not enough. 

Mr. Héserr. It is just a contingent fee of paying $5,000 and making 
ten times that much. Anybody would do that. So what does the com- 
mittee take from that, that even though you are very zealous in — 
cuting these antitrust combines, that it will be effective in the face 
of such small fine? 

Mr. Barnes. Well, there are various factors involved that must be 
considered. In the first place, the Sherman antitrust laws are not 
only criminal in nature, but they are civil in nature, and civil suits 
can be and are instituted from time to time—in fact, more civil suits 
than criminal suits, because of that very fact, that the $5,000 penalty 
(which is the maximum for any one corporation under the present 
law) is such a light tap on the wrist that the injunctive provisions 
that can be obtained in a civil suit restrict the activities of the corpora- 
tion far more effectively in policing antitrust as a rule than the criminal 
cases can accomplish. 

I point out that there are suits being filed requesting divestiture of 
the manufacturing facilities. Those have in certain instances been 
granted in the past. And that is a serious threat, obviously, to any 
corporation. 

Mr. Héserr. Well, in this particular instance, in connection with 
the operation of these rubber plants, would the position of the De- 
partment of Justice be in the area which you described, if there is a 
violation ? 

Mr. Barnes. I would not commit the Department of Justice to any 
factual situation until it had developed. I would say that most cer- 
tainly if there were a violation of the antitrust laws by the purchasers 
of these facilities, that the antitrust division would seriously consider 
the remedy of divestiture if it felt a case had been established. 

Mr. Héserr. Because obviously that is the best protection the Gov- 
ernment would have. 

The CuatrmMan. Any further questions by any members of the 
committee ? 

Mr. Dorie. Mr. Chairman, may Task a question ? 

The Cuarrman. Mr. Doyle. 

Mr. Doyte. Judge Barnes, I am directing your attention to a couple 
of my questions especially with reference to the Shell, on page 209. 
I noticed in your answer to our distinguished chairman you said: 

We believe that those representations are binding on part of the bid for 

the purchase of the copolymer plants with these limitations, however. 
‘Then you call our attention of the difference between the United States 
Rubber Co. bid, on page 213, where they made a specific commitment 
as you testified to of 10 percent g going to small business, and you em- 
phasized, I thought you did emphasize, that there is a difference in 
the extent of the warranties or the commitment. 

Now, I call your attention to the one made by Shell. 

The purchaser proposes to offer the products of the facilities to small-business 


enterprises as defined in section 21 (h) of the act, as follows: The purchaser 
intends to grant— 


and then in the next paragraph: 


The purchaser anticipates. 
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Now, I call your attention to the fact that the Shell is the bidder 
and has been awarded so far subject to the action of Congress the 
purchase of Plancor 929 and 963. But as I read 929 and 963 the Shell 
commitment is merely a statement of intention and is not a warranty 
on which suit could be maintained successfully in court. 

Furthermore, in their recital about Plancor 929 they frankly state 
that they intend to grant to operators of copolymer plants first refusal 
to produce. 

Then I call your attention to this: “and not consumed at Plancor 
611.” In other words, they frankly state that any production not sold 
to their other plant will be offered to small business equally to large 
business, But then in Plancor 963 they specifically state that “only 
quantities will be sold when available.” 

Now, I know that you are perfectly familiar with that language 
from your study of these contracts 

The Carman. May I ask, Mr. Doyle: You are talking about buta- 
diene. Butadiene is a chemical that goes in to make up the copolymer. 

Mr. Barnes. The 929 is styrene, Mr. Doyle. 

The CuarrMan. That is right. 

Mr. Doy te. But this is their total product. That is what I am 
referring to. 

Mr. Barnes. In plant 611, that refers to their GR-S rubber. 

The Cuarrman. That is right. 

Mr. Doyte. That is right. But it is the total picture that I am 
calling your attention to. In other words, if Shell succeeds in buying 
these three plants as an integrated operation according to their state- 
ment, isn’t it a fact that the wording of that intention by them as 
to 929 and 963 and 611 does not amount to any wording on which you 
can successfully sue? 

Mr. Barnes. I think there is a good deal in what you say, But I 
point this out: You are correct, that I did emphasize that difference 
because I think it should be noted by you gentlemen. 

I point out, however, that in your styrene industry you have other 
plants other than this one plant that is being sold. Now, it is very 
natural for the purchaser of the styrene plant, which is necessary for 
the production and for stock use in Plancor 963, to use a majority of 
the styrene, likewise, when the butadiene is produced, a majority of 
that will undoubtedly be sold by Shell for the production of the ulti- 
mate GR-S. 

However, the important language, as far as the Shell contract is 
concerned, is what is it going to do with GR-S. 

The Cuatrma.n That is right. 

Mr. Barnes. Now, the one factor—it makes the proposal in para- 
graph 2 (c) with reference to GR-S rubber 

The Carman. Yes, it says, “The purchaser proposes to offer the 
entire production.” And it says “excess production will be offered 
outside of the trade area.” 

Mr. Barnes. Now, one of the matters that we looked at very care- 
fully was the limited area in which a producer proposes to sell. Never- 
theless, in view of the very general language of the paragraph in the 
contract itself, which controls these appendixes, I think that the pro- 
posal must be assumed that it is required to be done in good faith, 
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I point out that section 17, on page 200 of the contract, reads as 
follows: 

The additional representations, warranties, covenants, and conditions set forth 
in the appendix to this agreement are made a part hereof with the same effect 
as if incorporated herein. All representations and warranties of the purchaser 
in this agreement, including the appendix, and in all certificates delivered pur- 
suant hereto, and all obligations of the purchaser not fully performed, shall sur- 
vive payment for the consideration for the plant and inventory and deliver 
thereof to the purchaser. 

Now, there is language that is frankly not as strong as I would like 
to have seen it in this contract. But I don’t think we can say that 
there is not language there upon which you could predicate litigation 
if there was absolute refusal to sell to the nonintegrated —— 

The Cuarrman. In that connection 

Mr. Doytr. May I ask one more question, Mr. Chairman ? 

Suppose, then, in small business in the area, wherever that is in- 
tended to be under this alleged commitment—suppose small business 
would complain against Shell as the purchaser of this plant, what 
would be the definite commitment under this language of these three 
paragraphs—what would be the definite commitment as to how many 
tons or what quantity of supply small business would be entitled to? 
Is there anything specifically enough to tie to? If so, where is it? 

Mr. Barnes. You mean small business buying GR-S rubber ? 

Mr. Doyte. Yes. 

Mr. Barnes. I don’t think there is any percentage except the 100 
percent. Shell has to sell its GR-S rubber somewhere. Now, it is my 
understanding as of this point it proposes to sell “in the market.” 
That is what it says in its bid: 





Proposes to offer the entire production of general purpose synthetic rubber to 
consumers in the marketing area west of the Rocky Mountains on both contract 
and spot sale basis. 

That indicates to me that it is going “in the market.” 

The CHatrmMan. And in that same connection, that thought ran 
through my mind, and I prepared this question which is going to be 
asked the head of Shell, who is here today, and that question will be 
asked everyone of them. The question is: “What percentage of your 
planned production, expressed in long tons, do you intend to make 
available to small business on a continuing basis?” 

And that is predicated upon this warranty that he has put in his 
contract. I am going to try to pin them down, so the Department 
of Justice will know and Congress will know exactly if small business 
or nonintegrated business will have an assurance that it is going to get 
some of this GR-S. . 

Mr. Gavin. At that point, Mr. Chairman 

The CHarrman. Yes 

Mr. Doyix. May I ask one more question ? 

Mr. Gavin. At that point I ask to be heard. 

The Cuatrman. Pardon me. Wait, Mr. Gavin 

Mr. Gavin. Well, at that particular point I ask to be heard. 

On all of these plants, you say that the total production is around 
600,000 long tons, and according to the warranties, or whatever you 
may call it, approximately 240,000 tons have been set up or to be stock- 
piled for small business or the small operator. 
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Now, the small operator, you said, if my figures are correct—you 
can correct me—are only using about 140,000 long tons. 

Now, for the sake of argument, if these people are compelled to set 
aside 10 percent of their production in the stockpile to take care of the 
small fabricator, and the small fabricator doesn’t use it, how long does 
the operator have to hold that stockpile before he is permitted to sell 
it? 

Now, if the production is not being consumed today, even up to the 
point that you have already established it, 240,000 tons, what disposi- 
tion does the operator have if he has to stockpile a certain amount ? 
When could he be permitted to make disposition of it? 

Mr. Barnes. Well, I don’t think he has to stockpile it, Mr. Gavin. 

Mr. Gavin. Well, he has to set it aside. It has to be available. 

Mr. Barnes. He has to allocate it, and very obviously if it isn’t 
taken up by small business, why, I don’t believe he is going to be prose- 
cuted if he sells it to somebody else. 

Mr. Gavin. Well, that is to be considered, too. 

Mr. Barnes. It is a factor. There is no question about it. 

Mr. Gavin. Certainly. He has to have available a definite number 
of tons of material ready for any small fabricator who wants it. I 
was just interested to know how long he has to keep that stockpile 
available before he can make disposition of it, and does it have to be, 
if it is going to be written in at a definite amount—how is he going 
to operate his business if the producers, the small operators, don’t con- 
sume it or they don’t buy it; he can’t keep an inventory at a terrific 
cost laying available for them when they do want to operate and take 
it up. 

The Cuatrman. Mr. Doyle, finish your questions. 

Mr. Doytr. Yes, sir. Thank you, Mr. Chairman. 

Now, Judge, you have answered as to GR-S under Plancor 611. 

Mr. Barnes. May I say something additional, Mr. Doyle, before 
I leave that? 

Mr. Doyte. Yes, sir. 

Mr. Barnes. I think we should, in fairness, point out that that same 
paragraph (c) of section 2 contains certain language which would be 
helpful to small nonintegrated users, where it says: 

Contract coverage will be offered to small-business enterprises in the trade area 
on the same basis as that offered to large consumers, and in effect small-business 
enterprises will be offered a percentage of planned production in line with the 
proportion they represent of the total market. 

For whatever that may be worth. 

Mr. Dorie. Thank you very much. 

Now, may I direct this question to Plancor 929? That refers to 
styrene, but. also Shell in that statement, whatever it is, treats there 
with some effort on their part to sell to small business. 

Now, is that a sufficient commitment in your judgment under Plancor 
»29 to sell any part of the styrene product to smal] business, and you 
san sue on that asa warranty / 

Mr. Barnes. No, sir: I don’t think there is any obligation to Shell 
to sell any of their styrene to anyone except the Plancor 963. I think 
it would be foolish if we expected 





Mr. Doytr. What would be your answer if I asked you the same 
question on Plancor 963? Are they under any obligation to sell any 
butadiene ? 
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Mr. Barngs. Yes, I think they are, when it is available. 

Mr. Dorie. Could you sue on that? 

Mr. Barnes. [f it is available, you could. In other words, if that 
lant doesn’t use it, then they are going to make it available to small- 

usiness enterprises, of course. 

Mr. Dorie. Who would be the judge of whether or not it is avail- 

able for the purpose of a warranty suit? 

Mr. Barnes. I suppose the manufacturer would, in the first place, 
and the second person making the estimate would be the Department 
of Justice, and the third person, the court trying the case. 

Mr. Dorie. Thank you. 

The Cuatrman. Thank you very much, Judge—— 

Mr. Puen. Mr. Chairman, may I have one question ? 

The CHarrMan. Yes, sir. 

Mr. Pury. Do you believe the individual small-business man 
might be aggrieved because of the share he doesn’t have—— 

Mr. Barnes. I didn’t hear you. 

Mr. Putter. Is it your opinion that an aggrieved small-business 
concern which did not get any portion of this production as provided 
for by these so-called warranties—would that concern have an action 
in court to sue directly or would he be remitted only to the remedy 
that he might have through Government action / 

Mr. Barnes. I doubt it very much, sir, if the small-business man has 
a direct remedy and I think from a practical standpoint it shouldn’t 
be considered as very effective, because the small-business man that 
we are talking about there is of such limited financial means that he 
has difficulties in trying a case like that under any theory of third- 
party beneficiary, whatever it might be. I don’t think it is a very prac- 
tical remedy. 

Mr. Pxuivern. You don’t think as a practical matter but as a legal 
matter he wouldn’t have very much of an opportunity to get legal 
redress in any form? 

Mr. Barnes. I will answer it this way: As to a practical matter, no 
As to a legal matter, I would want to think it over. 

The Cuarrman. Any further questions of the judge? 

(No response. ) 

P ane CHAIRMAN. Now, have you anything further you care to say, 
udge ? 
r. Barnes. I have a lot more, if you want to ask me. 

The Carman. Have we covered all phases of it ? 

Mr. Gavin. I have a question. 

The Cuatrman. Yes, sir. 

Mr. Gavin. I would like to know what your conclusions are, As 
these contracts have been set up, do you feel in any way the small 
operator’s position will be jeopardized in securing materials from 
these people that have contracted to purchase these plants ? 

Mr. Barnes. On the present production and use of rubber, I do not 
see that they will. Now, you are asking me a question really beyond 
my legal scope. 

Mr. Gavin. You can’t anticipate the demand for the rubber, but 
as the situation is as of now you are of the opinion that the small opera- 
tor, the small fabricator who is purchasing these materials from these 
plants will not be jeopardized in securing such materials as he may de- 
sire to operate his business ? 
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Mr. Barnes. That is the general overall conclusion. 

Mr. Gavin. Under the present situation. 

Mr. Barnes. That is correct. 

The CuatrMan. Thank you very much, Judge. We appreciate the 
testimony you have given us. 

Now, we will call back to the witness stand the representatives of the 
Goodrich-Gulf Chemicals, Inc. 

Now, members of the committee, for the record, I want to put in at 
this point the statement preceding the questions. I won’t take the 
time to trespass on the time of the committee in reading it. Now, each 
one of you have a copy of it before you. Let that go in the record. 

(The statement follows :) 

The CHAIRMAN. I address a series of questions to you and to each of the com- 
panies which have been recommended by the Disposal Commission as purchasers 
of these various copolymer facilities. In your proposals to the Commission which 
have been presented to the Congress, you have made certain commitments with 
respect to the operation of these plants and your proposal to sell the products 
from these plants. The Congress is required to review the Commission’s recom- 
mendations and your representations, in the public interest. That is implicit, 
as a test of your good faith and of your complete understanding of your pro- 
posals. Therefore, each of the questions which I shall ask each of you must be 
answered fully, fairly and unequivocally, so that the public, the Congress and 
you may know exactly what your commitments are. Less than complete candor 
will not serve the public interest. 

The CuatrMan. Now, let’s see, this is the statement of William S. 
Richardson, president of The B. F. Goodrich Co., before the Armed 
Services Committee, House of Representatives, concerning the pro- 
posed sale of the Government rubber-producing facilities. 

You go ahead and make your statement and then I will see if you 
have answered these questions. 


STATEMENT OF WILLIAM S. RICHARDSON, PRESIDENT, THE B. F. 
GOODRICH CO. 


Mr. Ricuarpson. Mr. Chairman, my name is William S. Richard- 
son. I am a director in Goodrich-Gulf Chemicals, Inc. I am also 
president of the B. F. Goodrich Co. 

At the time Goodrich-Gulf successfully negotiated contracts with 
the Rubber Producing Facilities Disposal Commission to purchase 
certain of the Government-owned synthetic rubber facilities, I was 
president of Goodrich-Gulf. 

Goodrich-Gulf, which was organized in August 1952, to engage in 
the petro-chemicals business, is owned 50 percent by the Gulf Oil Corp. 
and 50 percent by the B. F. Goodrich Co. 

I have at the table with me, sir, and with your permission, will ask 
him to stay, Mr. Dean E. Carson, director of business research of the 
B. F. Goodrich Co. 

Both of these companies participated in the original design and 
construction of the Government-owned synthetic rubber producing 
facilities and both are still operating facilities for the Government. 

You may recall that B. F. Goodrich alone made available to the 
Government more than 150 patents pertaining to GR-S rubber with- 
out charge. At no time have we asked for or ever received any royal- 
ties for the use of these patents. As American citizens and as part of 
United States industry, it was our privilege during World War II to 
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contribute our know-how and the patent rights necessary for the ori- 
ginal construction and operation of the Government rubber facilities. 
Since then, we have continued to carry on reimbursed research and 
development in the interests of furthering United States synthetic 
rubber program. 

Nearly 10 years have elapsed since the end of World War II and 
more than 5 years since Congress declared, and I quote: 

The security interests of the United States can and will best be served by the 
development within the United States of a free competitive synthetic rubber 
industry. In order to strengthen the national security through a sound industry, 
it is essential that Government ownership of production facilities and Govern- 
ment production of synthetic rubber be terminated whenever consistent with 
national security. 

It was President Truman’s administration that recommended to 
Congress that a disposal program be enacted and carried out. It was 
the 83d Congress which passed Public Law 205 authorizing the dis- 
posal of the Government-owned rubber producing facilities and which 
provided for the appointment of a Commission to carry out the will of 
Congress. 

You have before you a report to Congress of that Commission. We 
believe it has done a magnificent job in complying with all the pro- 
visions of Public Law 205. 

We believe the disposal program recommended by the Commission 
will set up a free, competitive synthetic rubber industry and will at 
the same time safeguard our national security. 

The Commission has succeeded in signing contracts with small, me- 
dium and large companies. It has arranged in its contracts for the 
supplying of rubber to small business enterprises other than those con- 
nected with the proposed purchases. It has obtained, in my opinion, 
“full fair value” for these facilities. 

Goodrich-Gulf Chemicals also believes it is in the public interest for 
the Government to obtain “full fair value” for the Baytown, Tex.. 
copolymer facility and would like to go on record at this time in favor 
of legislation providing for further negotiation in an effort to sell this 
facility. 

The sale of the Baytown, Tex. plant will bring additional revenue 
to the Government, increase competition, contribute to the welfare 
of the Texas community at large and will serve the national interest. 

We would like to go on record at the same time as expressing our 
conviction that the sale of Baytown should be carried out without in 
any way interfering with the present program. 

Goodrich-Gulf Chemicals has entered into a contract to purchase 
the copolymer plant located at Port Neches, Tex., known as Plancor 
983. 

Goodrich-Gulf also has entered into a contract to purchase an un- 
divided one-half interest in the butadiene plant also located at Port 
Neches, Tex., designated as Plancor 933. 

As an important part of the purchase agreement we have contracted 
to keep the facility available for the production of synthetic rubber 
for a period of 10 years, in compliance with the national security 
clause. 

We have contracted to make available 15,000 long tons of GR-S rub- 
ber, almost 17 percent of the plant’s capacity, to small rubber users 
on a nondiscriminatory price basis. And I might add, apart from 
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my text, that we consider that both a legal and a moral obligation. 
In other words, The B. F. Goodrich Co. w vill pay just as much for the 
rubber that it purchases from Goodrich-Gulf Chemicals as will the 
smallest purchaser in the country. Goodrich-Gulf and B. F. Good- 
rich already have entered into contractual agreements to that effect. 

We have contracted to purchase working inventories on the terms 
set up by the Disposal Commission. 

We have iy al our willingness to purchase our appropriate 
share of the Government-owned “synthetic-rubber inventory at the 
Government’s selling price existing at the time these plants are 
turned over to private operators. 

In addition, we have agreed to resell this inventory of synthetic 
rubber at the same price that we obtain it from the Government. We 
have agreed to make this rubber available to the customers who his- 
toric ally have purchased their requirements from this plant under 
Government ownership. This will be carried out on a share-and- 
share-alike basis. 

From the very beginning, Goodrich-Gulf has bargained with the 
Government in good faith. Goodrich-Gulf was the highest bidder 
for the copolymer facility, Plancor 983, both at the time of the original 
bids in May 1954 and after all negotiations had been completed by the 
Disposal Commission. As a matter of fact, the Goodrich-Gulf bid 
was the highest for any GR-S facility of equivalent capacity. 

As Chairman Pettibone stated in the Senate hearings, the initial 
Goodrich-Gulf bid of $13 million for this facility was the exact amount 
that the Commission had established as full fair value for this plant. 

Goodrich-Gulf also made a joint bid with the Texas-United States 
Chemical Co, for the butadiene plant at Port Neches, Tex., designated 
Plancor 933. Again, we were the original high bidder by a substantial 
margin. It also was a higher bid, ratio-wise, than was originally 
made by any other purchaser for a butadiene plant. After all negoti- 
ations were completed, we were still the highest bidder. 

Goodrich-Gulf expects to be in severe competition with the potential 
purchasers of other butadiene and other copolymer plants. 

In fact, we already are out looking for customers. We have written 
every present customer of the copolymer plant which we have con- 
tracted to purchase, and I might add, offered to sell him. 

We are already considering the possible necessity for expansion. 
Between now and 1960 we believe world requirements of total rubber 
will necessitate the building of additional synthetic rubber produc- 
ing facilities. Goodrich-Gulf has already inaugurated engineering 
studies to increase the capacity of the facilities w hich it has contracted 
to purchase so that it can make every effort to supply customer re- 
quirements of all kinds in the future. 

Some of the companies who have arranged to purchase Government 
facilities have already announced their selling prices for synthetic 
rubber. The prices which they have announced are no higher than 
present Government selling prices. Goodrich-Gulf will be competi- 
tive, I can assure you. And if that statement needs elaborating upon, 
we intend to sell at the same price as these competitors and at the pres- 
ent Government selling price at the time we start solicitation in enter- 
ing contracts. 

With successful completion of the disposal program, the full, fair 
value of the Government synthetic rubber facilities will have been 
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recovered, income tax revenues will have been increased, and in all 
other ways the best interests of the American people will have been 
served as Congress so clearly intended. 

Mr. Chairman, I thank you for the opportunity to present those 
views. I should be very happy and FR to answer specifically each 
of the questions that have been directed by you to us. 

The CHarrman. Now, Mr. Richardson, I want to thank you on 
behalf of the committee for your splendid general statement. You 
answered two of the questions in your general statement. But for 
the record and for debate on the floor of the House, I think it is highly 
important that each one of you purchasers of the copolymer plants 
and the butyl plants answer these questions so we will have a record 
here that will be binding on you and will furnish information to the 
Department of Justice and furnish the necessary information and 
answer various questions that no doubt will be propounded on the 
floor of the House. 

Now, Mr. Blandford, will you read him the first question ? 

Mr. Buanprorp. Assuming the most favorable conditions, what do 
you estimate to be the maximum capacity, or assigned annual capacity 
of GR-S rubber, expressed in long tons which you could produce 
annually in the copolymer plant which you propose to buy ¢ 

Mr. Ricwarpson. I prefer to answer that question on the basis of 
assigned or practical annual capacity. The maximum capacity—— 

The CHairman. I am using that expression synonomously. 

Mr. Ricuarpson. Yes. They are, essentially, Mr. Chairman—— 

The Cuatrman. That is right. 

Mr. Ricuarpson. Except I think that maximum capacity might 
be construed a little otherwise. 

The CuatrMan. That is right. And the Commission—I got that 
from the Commission’s report. Maximum capacity or assigned an- 
nual capacity are synonomous in their report. So taking that in- 
terpretation 

Mr. Ricuwarpson. Taking that interpretation, sir. 

The CuarrMan. That is right. 

Mr. Ricuarpson. I state the annual maximum or the assigned maxi- 
mum capacity of the GR-S copolymer plant which we propose to pur- 
chase is 90,000 long tons. 

The CHarrMAN. Question No. 2. 

Mr. Bianprorp. How many long tons of GR-S did this facility 
produce in 1954? 

Mr. Ricuarpson. It produced 49,489 long tons net. That is because 
that is all that was scheduled for it to produce by the Federal Facili- 
ties Corporation. 

Mr. Bianprorp. What has been its average production over the last 
4 fiscal years ? 

Mr. Ricuarpson. 77,605 long tons net. Its highest production was 
94,237 long tons in 1953, gross, 86,974 long tons net. 

Now the difference between gross and net is the difference between 
net synthetic rubber and oil extended rubber. 

Mr. Bianprorp. You are just giving net figures now, and the report 
is based upon net, with oil excluded, as I understand it. 

Mr. Ricwarpson. That is right, sir. 

Mr. BLanprorp. So all the answer you give are net figures, exclusive 
of oil. 
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Mr. Ricuarpson. That is correct. 

The Cuatrman. Oil is not in it. 

Mr. Buanprorp. Is it correct to assume that you could operate at 
maximum capacity, using that phrase synonmously with assigned 
annual capacity, for any extended period of time without doing 
irrevocable damage to the facility ? 

Mr. Ricwarpson. Based on my experience with the operation of 
that plant and for 8 years it was in my direct responsibility, I believe 
the plant could produce to its maximum capacity for not less than 
1 year without shutdown, assuming no unusual breakdowns, and 
that it might even go up to 2 years. 

Mr. Branprorp. The extended period of time, then, would be a 
maixmum of 2 years? 

Mr. Ricuarpson. Well, I don’t want to put even a definite end to 
that. We would carry on maintenance as we went along. 

Mr. Buanprorp. That is the point. You will always have some 
type of repairs to make. 

The Cuarrman. Allright. Question 5. 

Mr. Buanprorp. Assuming you get the facility, how many long 
tons of GR-S rubber do you plan to produce annually ? 

Mr. Ricuarpson. Up to the maximum capacity of the plant that 
we can sell. 

Mr. Buanprorp. In other words, up to 90,000 tons ? 

Mr. Ricwarpson. That is correct. 

Mr. Bianprorp. If you have customers for it 

Mr. Rickarpson. That is right. 

The CHarrMAN. Question 6. 

Mr. Buanprorp. Section 21 (h) of the act defines the term “small 
business enterprise” as an enterprise independently owned and oper- 
ated which is not dominant in its field of operation, due regard being 
given to the number of its employees and dollar volume of business. 
Do you agree that this would exclude a subsidiary company of a 
purchaser of a copolymer facility from participating in the share of 
GR-S to be made available to small business ? 

Mr. RicHarpson. Definitely. And I would exclude as a small-busi- 
ness enterprise the General Tire & Rubber Co. [ Laughter. } 

The CuHarrmMan. General Tire & Rubber Co. That is a subsidiary. 

Mr. Buianprorp. No, sir. That is—for the purpose of the record, 
that makes up the big five; the big four are Goodyear, Firestone, 
Goodrich, and United States Rubber. 

The CHarrMan. Goto 7. 

Mr. Bianprorp. Seven. What percentage of your planned produc- 
tion, expressed in long tons, do you intend to make available to small 
business on a continuing basis? 

Mr. Ricnarpson. In our conversations and our final commitments 
and warranties to the Disposal Commission, we stated that we would 
make available 15,000 long tons, approximately, in equal monthly 
quantities over a year. I think we can make more than that available. 

We did not express it as a percentage of the capacity of the plant 
because we felt that if we only ran 15,000 tons, we woudl! have to 
morally and legally make it all available to small business. 

Mr. Bianprorp. Then the minimum 

The Cuatrman. One minute now. Then the committee can under- 
stand—we have a blackboard here now and we will add it up to see 
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what small business is going to get. From your plant, in view of your 
warranty, you are stating to the committee that you will make avail- 
able 15,000 tons ? 

Mr. Ricwarpson. Long tons. 

The Cuatrman. Long tons. That is correct. Put that figure 15,000 
down. 

Mr. Ricuarpson. In equal monthly quantities annually. We 
couldn’t make 15,000 tons available in the last month of the year, 
Mr. Chairman. 

The Crarrman. I understand that. We understand that. Put 
that 15,000 down. That is how much we are going to get out of this 
plant. All right. 

Now answer the next question. 

Mr. Bianprorp. In the sales contract covering this facility you as- 
sume an obligation to make available a percentage of your production 
to small-business users. Do you consider this obligation to be a legal 
obligation which is enforceable in the courts by small-business users, 
or on their behalf? 

Mr. Ricnarpson. Legal counsel for our joint companies advises me 
that we are legally obligated and I feel personally we are morally 
obligated. 

The Cuatrman. A good frank answer. 

Mr. Puitsin. Why are you morally obligated ? 

Mr. Ricnarpson. We have stated to the Commission and we have 
stated to this body, this committee, to that effect, sir. 

The Cuarrman. And they have written it in the very heart of the 
contract. 

Mr. Ricwarpson. Yes, sir. 

The CuatrMan. Go ahead now. 

Mr. Bianprorp. Assuming the approval of all of the proposed sales, 
have you made any tentative or firm agreements with the Shell Chem- 
ical Co, to purchase a portion of its GR-S production? If so, state 
the terms and the amount of GR-S involved. 

Mr. Ricnarpson. To my knowledge as of this minute, we have not, 
sir. We have had some conversations with Shell about the possibility 
of them supplying us certain quantities out on the Pacific coast because 
they have an awful low price, and if they were to supply us, that 
would make available more from the facility that we have purchased 
in the gulf coast for other than captive use. 

Mr. Bianprorp. Your answer is no, insofar as question 9 is con- 
cerned, at this time? 

Mr. Ricuarpson. That is right. 

The CHarrMan. Question 10. 

Mr. Brianprorp. Assuming the approval of all of the proposed 
sales, have you made any tentative or firm agreements with the Phil- 
lips Chemical Co. to purchase a portion of its GR-S production? If 
so, state the terms and the amount of GR-S involved. 

Mr. Ricuarpson. We have had no conversations with the Phillips 
Petroleum in any connection for the sale of production of GR-S. 

Mr. Bianprorp. Do you have any firm plans for the expansion of 
the capacity of the copolymer facility which you propose to purchase ? 

Mr. Ricwarpson. We have—we expect that as soon as we take over 
we will have to spend about $1 million to make the facility a more 
flexible one than it is now, so it can produce more types of rubber 
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than it now does, so that we can service the interest of those who may 
become our customers. 

We also are in the middle of engineering studies leading to a very 
substantial increase in the production from that plant, because as I 
stated in my direct statement, we believe that sometime between now 
and 1960, probably between 1958 and 1960, there will be an increasing 
demand for synthetic rubber of the GR-S type. We want to antici- 
pate that. We want to look after all the people who want to do busi- 
ness with us. 

Now, if you consider that a plug for Goodrich Gulf Chemicals and 
you know of any customers, I would certainly like to have them. 
| Laughter. | 

The Cuamman. All right. 

Now Question 12 was answered but we want to answer it again. 

Mr. Buanprorp. Yes, sir. 

At what price do you propose to sell inventory GR-S ? 

Mr. Ricwarpson. I stated in my direct statement, sir, at the same 
price we obtained it from the Federal Government. 

Mr. Buanprorp. That would be 23 cents a pound ? 

Mr. Ricwarps. Well, if at the time they turn it over to us it is 2% 
cents, that is what it will be, Mr. Blandford. 

Mr. Buanprorp. I see. In other words, you plan to sell it at exactly 
what it cost you ? 

Mr. Ricnarpson. That is right. 

Mr. Bianprorp. And GR-S hereafter manufactured in your own 
plant? 

Mr. Ricwarpson. I think I stated that already there are companies 
out quoting the same price the Government charged and we expected 
to be competitive, and I augmented that to the effect that Goodrich 
Gulf would start out its quotations for contract purposes with poten- 
tial customers at the Government price. 

Mr. Buanprorp. At the now existing Government price / 

Mr. Ricwarpson. That is correct. 

Mr. Buanprorp. Of 23 cents. 

Mr. Ricuarpson. Yes. 

The CHarmman. Twenty-three cents. 

Mr. BLanprorp. What effect would a decrease in the supply of 
natural rubber, or an increase in the price of natural rubber, have on 
your planned selling price of GR-S 

Mr. Ricwarpson. I am glad that aie ison the agenda. I would 
like to speak to it. The price of natural rubber has varied since last 
summer, up until the present time, from 19 cents, which it was, 1914 
cents, which it was in June or July last year, and it reached a high 
price price of 38 and a fraction cents within the past month, and then 
dropped down to between 30 and 31 cents. 

I don’t think that anyone can foretell the price of natural rubber. 
There seems to be the opportunity for speculative interest to get into 
that market. I personally think the price of natural rubber, crude 
rubber, is too high at the present time. The cost of producing natural 
rubber—and I think the committee should be informed to that effect— 
on the more advanced plantations using the bud-drafted trees of the 
better type is in our knowledge 10 to 11 cents a pound. 

Now that is not the cost of delivering it and making a profit on the 
investment, but that is the cost of producing it. 
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Obviously, if and when natural rubber is in excess supply, GR-S 
sold in the competitive enterprise system will have to compete against 
that. 

Now, quite contrary to the policy which was followed by the Federal] 
Facilities Corporation, of maintaining the price of 23 cents a pound 
when the price of natural rubber was dropping last year and got to 
be 3, 4, and 5 cents a pound below the price of GR-S, I feel quite con- 
fident that it would be the policy of Goodrich-Gulf Chemicals not to 
let its plants and its plant capacity lie idle but to tend to move down- 
ward with the price of natural rubber, up to the point where we 
could no longer sustain the competition and still have any return on 
the investment. 

Now, if natural rubber were to go up—it is up right now. We have 
stated that it is our policy to sell synthetic rubber from this facility 
at the same price the Government is selling it now. I can’t commit 
into the future. I do not know what our labor costs will be, what they 
will increase. I do not know what our raw material costs will increase. 
But I can state that the policy would be not just to follow the price of 
natural rubber, but to incorporate into our selling prices all our costs 
that might be existent at any time and still assure ourselves a fair 
return on the capital employed in that business. 

The Cuatrman. Well, I want to say, Mr. Richardson, I thik you 
made a frank and candid statement and frank and candid answers. 
That is exactly what the committee wants. That is what the Congress 
wants. 

I thank you very much. 

Mr. Ricuarpson. Thank you, sir. 

The Cuairman. Now the next witness is the United States Rubber 
Co. Who is here for the United States Rubber Co.? Now we have 
15,000 tons on the blackboard now. We are going to see where we are 


going to wind up. We have a blackboard right down on Mr. Smart’s 
desk. 


Sit right down. 

Mr. Cor. Mr, Chairman, I am John Coe of the United States Rubber 
Co. I am here to testify, if you wish. Mr. Robins, of American Syn- 
thetic, I believe, is on your schedule. He has just told me that he has 


had a call from the Senate. He wonders if he could take my place and 
let me come afterward. 

The CHatrman. Yes. American 

Mr. Cor. American Synthetic Rubber Co. 

The Cuarrman. American Synthetic Rubber Co. 

Mr. Cor. Mr. Robins, yes. 

The Cuarrman. Mr. Tom Robins. He has been in to see me. He 
wants to testify. I want to see what he has to say. 

Mr. Rostns. Mr. Chairman, this is Mr. Gardner, vice president of 
our company, and vice president of American Synthetic. We have so 
many partners that we sometimes need a vice president to answer some 
of the questions. 

The Cramrman. Now, members of the committee, this is Mr. Tom 
Robins, Jr., the president of the American Synthetic Rubber Corp., 
who is the purchaser of a copolymer plant. 

All right, now, Mr. Robins, the committee will be glad to have you 
make your statement. 














Sa nae aaa 











1117 


Mr. Rosrns. Mr. Chairman, my name is Thomas Robins, Jr. I 
have been connected with the rubber industry for 36 years, and have 
been president of Hewitt-Robins, Inc., for 20 years. We fabricate a 
large variety of rubber products other than tires. Because of our rela- 
tive importance in some of these nontire lines I have served on various 
advisory committees since 1942, including those to the Munitions 
Board, the Department of Commerce, the RFC, and more recently 
the Federal Facilities Corporation. I have been a member of the 
State Department Advisory Panel, and have attended practically all 
the international meetings on rubber in the last 7 years. In this con- 
nection, I wish to inject at this point a statement to the effect that at 
these meetings with the representatives of the rubber growing coun- 
tries, particularly those in Southeast Asia, I am convinced that those 
nations are unanimously in favor of seeing the end of our Govern- 
ment’s monopoly in synthetic rubber and the sale of the plants to free, 
private enterprise. 

Our company has also taken an active part in synthetic rubber pro- 
duction for many years. Hewitt-Robins was one of a group of five 
companies making up the National Synthetic Rubber Corp., which 
operated the Louisville copolymer plant for the Reconstruction 
Finance Corporation during World War II. This plant was moth- 
balled after 1945, but in 1950 I was called upon by the RFC to get 
together a group of nontire companies to reactivate and operate the 
Louisville plant. The result of this effort was the Kentucky Synthetic 
Rubber Corp., a joint venture of 19 medium and small companies, 
which has successfully operated the Louisville plant since September 
1950. 

We at Hewitt-Robins have always felt that transfer of the owner- 
ship of the synthetic rubber industry to private enterprise would be 
in the best interests of the American people and the entire rubber in- 
dustry, both big and little companies. We actively endorsed Public 
Law 205, and immediately after its passage we sought actively to put 
together an aggregation to bid on a copolymer facility. 

Our work was far from easy. Altogether, we approached about 
70 different companies in the rubber fabricating industry, and we were 
turned down by more than 40 of these companies—in most cases, at 
least, not because of lack of the money needed for the relatively small 
investment we suggested. 

We naturally started with our partners in Kentucky Synthetic, 
which, as I said, now operates the Louisville copolymer plant for the 
Government, and who were obviously well informed on the whole syn- 
thetic rubber matter. Each could have participated in our new venture 
without any additional capital contribution other than what they 
already had invested. Yet four of these companies decided against 
going into American Synthetic. These companies are not giants, but 
they do consume rubber and their top executives are very familiar 
with all phases of the rubber industry. 

We cite this fact because it is obvious that these companies had no 
fear of obtaining their raw materials, at reasonable prices, from their 
competitors, and they apparently did not deem synthetic rubber man- 
ufacture a sufficiently attractive investment even to leave their orig- 
inal funds in the program. 

I might point out that there is good reason to believe that captive 
supply of raw materials, for any company, is not an unmixed blessing. 
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Of the four major rubber companies, Goodrich, who has owned no 
rubber plantations, has had very substantially better profits, year after 
year, than Firestone, Goodyear, and United States Rubber companies, 
who do own such plantations. 

We did manage to find other partners. We went to the various 
spokesmen who had testified before the congressional committees prior 
to enactment of Public Law 205, who had indicated their desire to 
participate. We selected likely candidates from the Rubber Red Book. 
We contacted a large group of wire and cable companies. We man- 
aged to interest American Cyanamid, a nonuser of rubber, who we 
thought would give valuable assistance in disposing of our synthetic 
rubber production to small business, and whose research facilities as 
one of the leading manufacturers of rubber compounding chemicals 
we thought would permit us to stay abreast of our larger competitors. 

And, most important, we publicized our efforts. 

We contacted officials of the Rubber Manufacturers Association, 
members of the staffs of the House Armed Services Committee and 
the Senate Banking and Currency Committee, officials of the Recon- 
struction Finance Corporation, and members of the Disposal Com- 
mission. We asked all these people to refer to us any persons they 
found who were interested in participating. 

We wrote to Congressman Shafer, at his own suggestion, and told 
him of our desire for additional participants, and we understand that 
he inserted this information in the Congressional Record. 

I have a copy of our letter here. 

At our request, all the wire services, the Wall Street Journal, the 
Journal of Commerce, and Business Week magazine, as well as the 
India Rubber World, the Rubber Age, our industry trade papers, all 
carried news of the formation of our new company and our willingness 
to accept partners. 

All this activity produced a steady stream of inquiries, and we did 
our best to explain to each interested company all the advantages of 
participation. A few additional partners were secured, and during 
the period before we submitted our bid for the plant, we turned down 
no company which used rubber, although many decided against joining 
with us after going over the detailed estimates we had prepared as to 
the future. 

I have before me our file containing correspondence and notes of 
conversations covering our attempts to secure additional partners, 
both large and small. I would like to read from these files, and from 
these letters I think you will get a good idea of, first, the reasons why 
some smaller companies did not feel it advisable to invest in a copoly- 
mer facility, and, secondly, why they seemed to feel that their GR-S 
requirements could be safely counted on without such plant owner- 
ship. Although the file does not so disclose, Dr. B. J. Oakes, president 
of Midland Rubber, the Minnesota Mining subsidiary, will, I am sure, 
recall my having suggested to him last summer that Minnesota Mining 
join our group. He said he doubted that they would have interest, but 
T said the door would remain open if he changed his mind. 

The CHatrrman. Now, in the interest of time, why can’t you sum- 
marize what your correspondence there shows. 

Mr. Rosrns. I might suggest that perhaps if I turned this file over 
to Mr. Blandford, or whoever you suggest. that some of these letters 
are extremely indicative of the attitude of a large number of small 
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companies in all parts of the United States. But it would take time, 
as you say. 

Mr. Brooks. Mr. Chairman, could he not read the names of those 
whose letters are in the file, so that that names of those companies 
would be in the record ? 

Mr. Rozins. There are over 40 names. 

Mr. Brooks. Over 40? 

Mr. Ropins. I could recite a few. 

The Cuairman. The witness suggested the best way to proceed. 
So turn your file over to Mr. Blandford. 

Mr. Rosrys. Fine. 

Mr. Jounson. Mr. Chairman, May I ask a question? 

The CuHairman. Mr. Johnson. 

Mr. Jounson. Were most of these people willing to help you? 

Mr. Rosins. We got twice as many turndowns as we got acceptances. 
We finally raised $6 million, and we bid and we are a successful bidder. 

The CuarrmMan. He had a hard road. to travel. 

Mr. Rosrxs. To summarize our efforts from the very beginning, 
we tried to give anyone who was concerned about the supply of his 
raw material a chance to participate with us in owning a plant. We 
achieved a 29-company group, the smallest company has less than 
$5,000 invested in our venture, the largest has $2,000,000. But we 
received almost twice as many turndowns as acceptances. Eventually 
we were the successful bidder for the Louisville copolymer plant. 

Now, as to our views on competition in the future: Hewitt-Robins 
and its predecessor companies have competed against the major com- 
panies for ninety-odd years. It is our considered judgment that there 
exists today a keen internal competition among the major tire com- 
panies, involving just about every product they sell. Despite the rec- 
ord of antitrust suits, we find the majors most of the time battling hard 
to outcompete and underprice each other. Despite the statements of 
Congressman Celler, Mr. Brown, and others, here and before the 
Senate committee, we think the fact that no new company has entered 
the tire business or, outside of tires, the conveyor belt business, for 
example, in the past 20 years, is the best possible evidence that these 
important segments of the rubber industry are not generally viewed as 
a soft touch or “umbrella” or “cartel” type of industry. It is our 
experience, especially in recent years, that the rubber industry expands 
its production capacity much faster than demand warrants, and thus 
engenders keen competition. 

Incidentally, Hewitt-Robins for the past 20 years has been involved 
in no actions whatever under the antitrust or Federal trade statutes. 
Congressman Yates’ statement claimed that a majority of our con- 
stituents had been involved in antitrust litigation. The fact is that 
the vast majority of our companies have been involved in no anti- 
trust litigation, and in the few instances where there was involvement 
it was in the case of copper and lead manufacturing—our wire and 
cable partners—and asbestos, two of our partners who make brake lin- 
ing, as well as rubber products and in the case of Dewey & Almy Chem- 
ical Co., the operation of an airline on the west coast of South America, 
by another partially owned subsidiary of D. & A.’s new parent W. R. 
Grace & Co. 
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I will forebear from commenting in more detail on the rather obvi- 
ous attempts to throw mud at a group of companies whose record, in 
this industry at least, is quite clearly a good one. 

As for synthetic rubber, it is our intention at American Synthetic 
to diversify our plant, expand our plant, and be in there competing all 
the way with the major companies, and we have every confidence in 
our ability todo so. There is one point that I consider very important. 
It is quite possible that some of the very small GR-S users have not 
been personally called on and given a full and complete presentation 
of the sales plans of the prospective suppliers. In this delay in solicit- 
ing business we should perhaps plead guilty, but I want to point out 
that we did not know until December 27 that we would be recom- 
mended to buy a plant and getting together the qualified sales person- 
nel to cover all of our prospective customers is Just now in the organi- 
zational stage. 

I submit that the last few weeks, a transition period, could hardly 
have found full-fledged sales organizations contacting all the 1,200 
scattered rubber buyers, attempting to solve the supply problems of 
the many different grades and types of GR-S, delivery points, and so 
forth, but I have not the slightest question in my mind but what the 
next 6 weeks will find the situation straightened out to the satisfac- 
tion of everyone. 

Our records at Hewitt-Robins also show, and quite clearly, that our 
erstwhile big competitors are most anxious to keep us as customers for 
any of our basic raw materials which they sell. Today we buy Hycar, 
a special-purpose, man-made rubber, from Goodrich; Paracril, an- 
other special-purpose rubber, from United States Rubber; natura] 
latex from Firestone, resins from Goodyear, carbon black from 
Phillips; neoprene from du Pont, and chemicals from just about all 
of them. 

One of the Big Four kept us supplied with one basic raw material 
at a time when they themselves had to cut back their own usage be- 
cause of an overall shortage of that material. We are completely 
satisfied, as customers, that they have treated us fairly and have found 
no evidence of collusion to fix prices or squeeze us out of business. We 
have no reason to believe that there will be any changes in this policy 
in the future. 

As prospective owners of American Synthetic, we are very con- 
scious of the threat to our successful operation, should we for any 
reason raise our selling prices. The rubber industry has to compete 
with plastics of many types in many of its product lines. For ex- 
ample, garden hose, previously all rubber, now is practically all plas- 
tic. GR-S, therefore, not only has to stay fully competitive with 
natural rubber, but with all these plastic substitutes and near substi- 
tutes which are being improved every day. This month’s Fortune 
magazine carries an article on the polyurethanes, which will very 
shortly be an important factor in the foam rubber picture. 

Many statements have been made before the Senate committee and 
this committee concerning the possible dangers of sharp rises in the 
lay of GR-S under private ownership. I have with me, and would 

ike to have made a part of the record, a separate statement which 
traces the history of supply and demand and the basic factors affecting 
rubber prices. It will be obvious from a review of this memorandum 
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that there are many, many reasons why any significant rise in GR-S 
prices is most improbable. 

We, therefore, heartily endorse the disposal program recommended 
by Congress, and while our share of synthetic rubber capacity may be 
small, we would like to presume that we’ll keep the whole industry on 
its competitive toes for a long time to come. 

The Cuatrman. Thank you, Mr. Robins, for your statement, your 
general statement. 

Now, Mr. Robins, we will have to ask you the same questions we 
asked the previous witness. 

Mr. Rogsins. Yes. 

The CHarrman. Now, Mr. Blandford. 

Mr. Buanprorp. Yes, sir. 

The Cuarrman. Read question No. 1, and get his answer, because 
we want to see how many tons he is going to make available to small 
business from the Louisville copolymer plant. 

Mr. Bianprorp. Assuming the most favorable conditions, what do 
you estimate to be the maximum capacity, or assigned annual capacity, 
of GR-S rubber, expressed in long tons, which you could produce 
annually in the copolymer plant which you propose to buy? 

Mr. Rostns. The Louisville plant is rated at 44,000 tons. We are 
currently, for the last several months, running very close to a 48,000- 
ton annual rate. We are confident that we can maintain a 46,000-ton 
annual rate if we can get the orders. 

Mr. Buianprorp. In other words, 46,000 tons is your answer to its 
maximum capacity ¢ 

Mr. Rosrns. Yes, sir; if we can get the orders. 

Mr. Buanprorp. How many long tons of GR-S did this facility 
produce in 1954? 

Mr. Rostns. 32,400 tons. 

Mr. Bianprorp. What has been its average production over the last 
4 fiscal years ? 

Mr. Rosrns. 28,200 tons. 

Mr. Buanprorp. Is it correct to assume that you could operate at 
maximum capacity for any extended period of time without doing 
irrevocable damage to the facility ? 

Mr. Rosrns. In our opinion, yes. 

Mr. Buanprorp. Assuming you get the facility, how many long 
tons of GR-S rubber do you plan to produce annually ? 

Mr. Rostns. As much as we can sell, up to 46,000 tons, and in addi- 
tion to that we are planning, if we get the facility, to put in 6 additional 
reactors. 

Mr. Bianprorp. We will get to that in a moment. 

The CuarrMan. Six? 

Mr. Bianprorp. That is a 25-percent increase. 

Mr. Buanprorp. Section 21 h) of the act defines the term “small- 
business enterprise” as an enterprise independently owned and oper- 
ated, which is not dominant in its field of operation, due regard being 
given to the number of its employees and dollar volume of business. 
Do you agree that this would exclude a subsidiary company of a pur- 
chaser of a copolymer facility from participating in the share of 
GR-S to be made available to small business ? 

Mr. Rosrns. Yes, sir. 
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Mr. Bianprorp. What percentage of your planned production, ex- 
pressed in long tons, do you intend to make available to small business 
on a continuing basis / 

Mr. Rosins. Ten percent, or 4,400 tons a year, but we actually think 
based on a study of our constituents’ very probable requirements for 
the next 3 to 5 years, that we will have approximately 15,000 tons a 
year available for sale to small, nonintegrated purchasers. 

The Cuarrman. Right now “let us clear up question 6. What per- 
centage of your planned production expressed in long tons do you 
intend to make available to small business on a continuing basis? Your 
answer is 10 percent ? 

Mr. Ropins. Or 4,400 tons. 

The CuarrMan. Or 4,400 tons? 

Mr. Rosins. Yes, sir. 

The CuarrMan. Put that on the blackboard. 

Mr. Buanprorp. That is not less than 4,400 tons ¢ 

Mr. Ropins. Not less than 4,400 tons. 

Mr. Buanprorp. Now, is that based upon what you produce, or is it 
your intention to make available 4,400 tons without regard to the 
amount of rubber you produce? In other words, do you feel that you 
have a commitment to make available 4,400 tons based upon a capacity 
of 44,000 tons, or supposing that is 40,01 )) tons ina year? 

Mr. Rosins. Yes, provided companies come to us to buy it. 

The CHarrMan. Ten percent 

Mr. Suorr. Ten percent. 

The Cuarrman. Is it going to be 10 percent, or is it going to be a 
certain number of tons? We have got to know these things because we 
have to keep our books here straight, you see. 

Mr. Roprns. I would say, Mr. Chairman, that the plant has a 
capacity of 44,000 tons, rated capacity. 

The Cuarrman. That is right. 

Mr. Rosins. And if it is running at capacity we would make 4,400 
tons available to small business, and Ba a great deal more, up 
to 15,000 tons. 

The Cnatrman. Allright. 

Mr. Rosrns. If the plant is running at reduced capacity, it is only 
because we would have lack of orders or an accident of some kind. 
Now, if we had dack of orders we would certainly sell 4,400 tons and 
be very glad to to the small outside buyer. If we had an accident, and 
our production was cut in half, we would feel obligated to give them 
10 percent. 

The CuHarman. Put down 4,400 tons. 

Now, right in that connection, you have a warranty and you have 
a commitment in your contract, have you not ? 

Mr. Rosrns. Yes, sir. 

The CuHarrman. I want to insert at this point in your testimony your 
warranty and your commitment. 

Allright, go ahead to the next question. 

Mr. Buanprorp. In the sales contract covering this facility you 
assume an obligation to make available a percentage of your produc- 
tion to small business users. Do you consider this obligation to be a 
legal obligation which is enforceable in the courts by small-business 
users, or on their behalf ? 

Mr. Rostns. Yes. 
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The CHarrMan. Right there, Sam, you put in the record his commit- 
ment. Get his out of the book and put in there the commitment that 
the American Synthetic Rubber Co. made in their contract, right after 
answer 8. 

Mr. Buanprorp. Do you have a verbatim quote from your contract 
that you can furnish the reporter ? 

Mr. Rosrns. Yes. 

The CHatrmMan. Give us the commitment here so we can put it in. 


Mr. Ropins. Yes. 


The purchaser will sell to each stockholder, upon call, up to approximately 
500 long tons annually of the end products of the facility for each $50,000 of 
capital paid in by such stockholder. Purchaser will sell the balance of such 
end products of the facility (estimated by the purchaser to range between 
4,000 and 15,000 long tons annually) through American Cyanamid Co., as pur- 
chaser’s exclusive sales agent, to other small-business enterprises who are con- 
sumers of synthetic rubber. 

Mr. BLanprorp. 9. Assuming the approval of all of the proposed 
sales, have you made any tentative or firm agreements with the Shell 
Chemical Co. to purchase a portion of its GR-S production? If so, 
state the terms and amount of GR-S involved ¢ 

Mr. Rosrns. No. 

Mr. Buanprorp. The same question with regard to Phillips Chem- 
ical Co. 

Mr. Rosrns. Hewitt-Robins has not made any commitments to Phil- 
lips Chemical. I believe that some of our constituents have made some 
commitments to Phillips Chemical Co. to buy a portion of their rubber 
from them. 

Mr. Mixiter. American Synthetic. 

Mr. Rosrys. I beg your pardon ? 

Mr. Mutter. How about American Synthetic ? 

Mr. Rostns. The company, American Synthetic ? 

(Mr. Miller nods.) 

Mr. Rosrns. It has made no commitments to Phillips. 

The Cuarrman. All right, question 11. 

Mr. Buanprorp. Do you have any firm plans for the expansion 
of the capacity of the copolymer facility or facilities which you pro- 
pose to purchase ¢ 

Mr. Roptns. Yes, sir. We expect to install 6 additional reactors, 
which will give the plant more capacity and particularly more flexi- 
bility. 

Mr. Bianprorp. How much will that increase your capacity by ? 

Mr. Rozins. Twenty-five percent in dry rubber. If the new capacity 
or if the new reactors are used for latex produc tion, it would have the 
effect of leaving the total capacity the same. 

Mr. Bianprorp. At what price do you propose to sell inventory 
GR-S/ 

Mr. Ropins. At the Government price to us, plus freight to the con- 
sumer from whatever point the inventory is when we acquire it. 

Mr. Brianprorp. And GR-S hereafter manufactured in your own 
plant ? ' 

Mr. Rosrns. Twenty-three cents a pound, and competitive on the 
freight charges. 

Mr. Buanprorp. Your present plans are to sell GR-S for 23 cents, 
that is the GR-S that is produced in the plant at Louisville? 
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Mr. Rosins. Yes, sir. 
Mr. Buianprorp. Plus freight ? 
Mr. Rosins. That is right. 
Mr. Buanprorp. Thirteen 
Mr. Rogins. Competitive on freight. 

Mr. Bianprorp. Pardon ? 

Mr. Rostns. Competitive, including freight, if you know what I 
mean. 

Mr. Bianprorp. Yes. 

What effect would a decrease in the supply of natural rubber, or 
an increase in the rena of natural rubber, have on your planned sell- 
ing price of GR-S? 

Mr. Rorins. None, so far as we can see. 

The Cuatrman,. All right, Mr. Robbins—— 

Mr. Harpy. May I ask him a question ? 

The CuatrMan. Yes, sir; Mr. Hardy. 

Mr. Harpy. Mr. Robbins, how many of the 29 constituent companies 
in your company are in the category of small business who would use 
some of the output of this plant? 

Mr. Rostns. All of them. All of the companies in our group with 
the exception of American Cyanamid Co. will be using part of the out- 
put of the plant. 

Mr. Harpy. So that 28 of the 29 would be customers of the plant? 

Mr. Rosrns. That is right, sir. 

Mr. Harpy. How many of those 28 would fall in the category of 
small business ? 

Mr. Rosrns. The question is, What is small business? 

The CHatrMan. Well, under the definition 

Mr. Harpy. All right. You have been talking about small business 
here, and I presume you have some definition for it ? 

Mr. Rostns. I think it varies a great deal in different industries, 
sir. I think in this 

Mr. Harpy. We are talking about this one. 

Mr. Rosrns. Sir? 

Mr. Harpy. We are talking about this industry, and we have been 
talking about how much you were going to make available to small 
business. 

Mr. Rogrns. Well, I might say, first, that although our company has 
sales of about $35 million a year, we are only one-thirtieth of the size 
of Goodyear, and we therefore consider ourselves small business. 

The Cuatrman. Well, I don’t consider you small business. 
{Laughter.] The country won’t consider you small business. You 
know what we mean by small business. 

Mr. Rosrns. I think I know what you are driving at, sir. 

The Cuarrman. Certainly. 

Mr. Harpy. Let us use the same definition that you used with respect 
to the 4,400 tons you were talkiig about a while ago. 

Now, I am drawn to the conclusion that your statement a while ago 
that 10 percent, or 4,400 tons, will be made available to small business— 
I don’t know what you meant, now, because apparently you have no 
definition for small business. 

Mr. Rostns. I am sorry, I didn’t understand your question. We ex- 
pect to make the 4,400 tons available to nonintegrated purchasers of 
rubber. Now, we are not 
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Mr. Harpy. Well, that question was asked as small business, non- 
integrated small business concerns, the way I understood it. 

Mr. Rosrns. Yes. 

Mr. Harpy. And I want to be 

Mr. Rosrns. Does that answer your question / 

Mr. Harpy. No, sir; it doesn’t answer my question. I am trying to 
find out—first of all, I asked you how many of these 28 were classified 
as small business ¢ 

Mr. Rosrns. I would say certainly half of them by any standard 
of definition of small business. 

Mr. Harpy. I don’t know that I understand what category com- 
panies you propose to sell this 10 percent, or 4,400 tons, to annually, 
since we have gotten to a point now we don’t seem to know what we 
are talking about as small business concerns. 

The CuarrMan. He stated the nonintegrated companies. 

Mr. Harpy. But what is a small business? He says his company is 
a small business concern. Is he going to sell that 4,400 tons to people 
of his size? 

The CHarrMan. We got a definition in here that almost precludes 
them from selling to any big business in the law. 

Mr. Harpy. I understand. Now, he has interpreted small business 
to mean—he said his own company was small business. 

The CHarrMan. Well 

Mr. Gavin. I presume it is, in comparison to the Big Four that is 
referred to constantly here. 

The CuarrMan. Let us clear it up. 

Mr. Harpy. I am merely trying to find out- 

Mr. Gavin. He wouldn’t certainly be in the class of Goodrich or 
Firestone. 

The Cuarrman. Order. 

Mr. Brooks. I don’t believe he exactly said his company was small 
business. He explained the size of his company. 

The Cuarrman. Let every member address the Chair, and he will 
be recognized. 

Mr. Harpy. Mr. Chairmain, I am merely trying to find out. 

The Coatrman. Yes, 

Mr. Harpy. What kind of companies he is going to sell this 4,400 
tons to. That is all. 

The CuarrmMan. That is right. 

Mr. Rosrns. I might say that in bringing the American Cyanamid 
Co. into our corporation, American Synthetic, as the selling agent 
thereof: We did that because their chemical salesmen cover every 
smokestack in the rubber industry, big and little, and it is our hope 
that they will sell all the little companies from 5 employees, 10 em- 
ployees, or whatever it may be, on up. We do not expect to pass by 
any opportunities to sell our rubber, and I already said, sir, that we 
expect to expand our capacity. And if we could build up a thousand 
of these little guys to a position where they would buy from us, I 
feel we could finance the necessary expansion of the plant. 

Mr. Harpy. Mr. Robins, I am looking for some enlightenment. I 
don’t mean to throw out any catch questions, or anything of the kind. 
I am trying to understand just what we are talking about. 

Now, I asked you how many of the 28 companies that are constituent 
companies of your newly organized one would be classified as small 
business ? 














1126 


Mr. Rostns. I had said about half. 
Mr. Harpy. About half. Now 
Mr. Rostns. By your definition. 

Mr. Harpy. I want you to use the same definition that you used 
when you said you would make 4,400 tons available a year to small 
business concerns. Now, are we talking about the same thing, or are 
we talking about something else ? 

Mr. Rosrns. I think we are talking about the same thing, that that 
4,400 tons will be set aside for what you call small-business concerns. 

Mr. Harpy. How do you know what I call small business? I haven’t 
put in a definition. I am asking you for your definition, because you 
answered the question as to what you would sell to small business. 

Mr. Rosrns. Mr. Congressman, the rubber industry is not one indus- 
try. It is about 10 or 15 entirely separate industries. Now, in some 
segments of the industry there are no very small companies. Other 
segments of the industry are made up practically entirely of small 
companies by your definition, that is very small companies, we will 
say less than 100 employees. 

Mr. Harpy. I don’t have 

Mr. Rostns. Now, we expect to cover them as well as all categories. 
We expect to cover all categories. 

Mr. Harpy. Let me see if I can just clear this up. I don’t have any 
definition. I am asking you in answer to question No. 7, which Mr. 
Blandford read—and the question involved the percentage of your 
production which you would make available to small business concerns. 
In answer to that question you said 10 percent, or 4,400 tons. 

Mr. Rosrns. Right. ° 

Mr. Harpy. Now, I merely want to know what is your definition of 
sinall business as applied to that question. 

Mr. Jounson. Mr. Chairman, would the gentleman yield ? 

The CHarrMan. Wait one minute. 

Mr. Jonnson. Will the gentleman yield ? 

Mr. Harpy. No, let me try to get an answer 

The CHarrMan. Wait one minute, Mr. Hardy. 

That question is simple, Mr. Robins. You can answer it. What is 
the definition as used in question No. 7, as small business? Now, an- 
swer the question. 

Mr. Smarr. I might suggest, Mr. Chairman, that one of the stand- 
ards applied to small business is a business employing less than 500 
employees. 

Mr. Harpy. But how 

Mr. Smart. In other words, are we going to adopt some standard, 
arbitrary standard, such as that 

Mr. Harpy. The only question I want to know is what standard 
Mr. Robins adopted, and he had to have some standard if he is making 
a truthful answer. 

The Cuatrman. Another standard is that small business can only 
get loans, I think, of $250,000 from some agency. 

Mr. Smarr. I might add, Mr. Chairman, I think there is an addi- 
tional definition of small business so far as the rubber industry is con- 
cerned, and that is a business which uses less than 350 long tons of 
rubber 

Mr. Brianprorp. 750,000 pounds a month. 
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Mr. Smart. 750,000 pounds per month. That is the commission’s 
definition. 

Mr. Harpy. But don’t you see we have gotten ourselves now in the 
shape of putting up half a dozen definitions for Mr. Robins, and we 
haven’t found out yet the one that he had in mind. 

The CHarrmMan. Let us see what Mr. Robins has in mind... Who is 
going to get the 4,400 tons annually from your plant / 

Mr. Rosins. I think, sir, I would give—the only answer I can give 
is similar to the one that Judge Barnes gave—it would be those com- 
panies who have traditionally consumed pereeeenaty 127,000 tons, 
if I correctly recall his figures. 

Mr. Harpy. Now, is that what you had in mind when you set aside 
10 percent of your production / Is that the group of plants that you 
had in mind? That is the only question I have asked you. 

Mr. Rosrns. It is all of those plants: ves, sir. 

Mr. Harpy. That is right. That is the only thing I have been try- 
ing to find out. 

The Cuatrman. All right. Now, then, let the book show—— 

Mr. Harpy. There is another question, Mr. Chairman, if I may. 

The CHarrMan. Yes, you may. 

Mr. Harpy. What would be the total requirement of the 28 con- 
stituent companies that make up your company for the type of rubber 
which you will produce ? 

Mr. Rosrns. About 25,000 to 30,000 tons, sir, out of the 44,000. 

Mr. Harpy. So if their annual requirement is 30,000 tons, using 
your top figure, and you add 3,000 tons for small business, which 
would be 10 percent of that figure, you would be above your average 
production, and above the highest production for the last 4 years in 
your plant, without getting increased outside sales at all; is that right? 

Mr. Rostns. The only reason the plant’s production was 32,000 tons 
was because the RFC, and more recently the Federal Facilities Corpo- 
ration, limited our production to that amount. We could have pro- 
duced at any time more. 

Mr. Harpy. I understand that. It is not 

Mr. Rosrns. I understand that actually the production of the Louis- 
ville plant did not necessarily go to the companies who were operat- 
ing it. As a matter of fact, the vast majority of Louisville’s pro- 
duction in the last 4 years went to companies who were not operat- 
ing it. 

Mr. Harpy. I understand that, but that is not the question. The 
way I put my question: If you supplied from your plant the annual 
requirements of all your constituent members for the type of rubber 
produced in that plant, and you set aside—let us put it this way: You 
had an additional sale of 10 percent to the small, nonintegr ated com- 
panies, you would have a production in excess of what you have had 
in the last 4 years, or in excess of your average / 

Mr. Rosrns. That is correct. 

Mr. Devereux. Mr. Chairman, do you consider your company—— 

The CHatrrmMan. One minute, General. You have a question? 

Mr. Deverevx. Yes, sir. 

The CuHarrman. All right. 

Mr. Deverevx. Do you consider your companies that you have 
gotten together as integrated companies now / 

Mr. Rosrns. They are nonintegrated. 
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Mr. Devereux. They are nonintegrated / 

Mr. Rosrins. Oh, I beg your pardon 

Mr. Devereux. The ones you have now gotten together to purchase 
this plant, do you consider them integrated companies? 

Mr. Rosins. Yes, they are now integrated if they get the plant. 

Mr. Deverrux. Then they would not fall into the category of the 
small-business concern that would purchase that 10 percent of your 
rubber / 

Mr. Rogrns. Correct, they would not. 

The CHairman. That is right. They are excluded. 

Mr. Brooxs. Mr. Chairman. 

The CuairMan. Mr. Brooks. 

Mr. Brooks. In the correspondence here I noticed 2 or 3 letters 
referred to the fact that these companies would prefer to remain 
with the Copolymer group. What do they mean in reference to that ? 

Mr. Rogtns. There are only two companies, I think, there. One of 
them was the Seiberling Rubber and the other was the Lee Tire & 
Rubber Co. 

Mr. Brooxs. What kind of the group is that ¢ 

Mr. Rosrns. They are in the Copolymer Corp., which is the medium- 
sized tire companies who are the successful bidder for the Baton Rouge 
plant. 

Mr. Brooxs. And that refers to remaining with a certain plant 
rather than a certain group of plants? 

Mr. Ropins. Well, actually, sir, they were stockholders in Copolymer 
Corp. which has run the Baton Rouge plant for many years past. 

Mr. Brooks. They want to stay with that plant? 

Mr. Rosins. They want to stay with that group. 

Mr. Brooks. Yes. Now, let me ask you: I thought I knew what 
you meant in reference to small business until my good friend and 
colleague here began to question you. Now I am a little confused. 

When you refer to a small-business plant do you refer to a plant of 
more or less than 500 employees ¢ 

Mr. Rosins. Oh, less than 500 employees. 

Mr. Brooks. Less? 

Mr. Rosrns. Yes, sir. 

Mr. Brooxs. Would you say less than a hundred ¢ 

Mr. Rostns. I was simply making the point that our company is 
small by comparison with the largest 1n our industry. 

Mr. Brooks. I understood the comparison. 

Mr. Rosrins. But I will take the 500 limitation. 

Mr. Brooks. When you say you are going to sell 4,000 tons to small 
business, you mean to plants employing less than 500 people? 

Mr. Rostns. Not necessarily. I think the vast majority of it will go 
to plants in that category. But I prefer the definition of 

Mr. Brooks. I will put it this way: Your policy is to sell to plants 
that amount of rubber—that amount of material to plants which em- 
ploy less than 500 people as a rule? 

Mr. Rostns. Yes, sir; except there are some somewhat larger, but 
nonintegrated, companies who will be wanting to buy rubber, and we 
hope to sell them, too. 

Mr. Brooks. Then, what would you say would be the amount of 
capital stock of the company that you would classify as being small 
business? Would it be a million dollars or less? 
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Mr. Rosins. Well, in the rubber industry that figure varies consid- 
erably. There are some companies with 500 employees who have per- 
haps only $1 million invested in the plant. There are other companies 
with 2 or 3 million dollars invested who may only have 250 emplay ees, 
maybe. There you get into the question of the wide variety in the type 
of production of the different companies. 

Mr. Brooxs. Would you say it would be a corporation, of capital 
stock, less than 214 million, or 5 million? I am just trying to get you 
to appraise the figure there. 

Mr. Rosrns. Well, I frankly haven’t given it too much considera- 
tion, to this classifying of companies between small and big along the 
lines of this interrogation. But certainly our thoughts are to sell all 
the small people we can. We have a problem 

Mr. Brooxs. And that would be people 

Mr. Rosrns. Sir? 

Mr. Brooks. Smploying—that would be companies employing less 
than 500 people ? 

Mr. Rostns. Many of them, the vast majority of them. 

Mr. Brooxs. With a capital stock of less than 5 million? 

Mr. Rostns. Yes, sir. 

Mr. Brooxs. You can tie to that all right, couldn’t you? 

Mr. Rostns. Yes, sir. 

Mr. Motionan. Mr. Chairman, may I inquire? 

The CHatrman. Yes, sir. 

Mr. Motxionan. Mr. Robins, for the last 414 years the Louisville 
plant has been operated by the Kentucky Sy nthetic Rubber Corp.; is 
that right? 

Mr. Roprns. Yes, sir. 

Mr. Motionan. What is your position in Kentucky Synthetic? 

Mr. Rostns. President. 

Mr. Motionan. President of the company. You are thoroughly 
familiar with all the business operations of the company, aren’t you? 

Mr. Rosrns. I wouldn’t say I was thoroughly familiar with all the 
plant operating department. 

Mr. MotioHan. Well, you are familiar with the tonnages intro- 
duced, and you are familiar with the dollars and cents that are in- 
volved in the transactions there? 

Mr. Rostns. I would say so. 

Mr. Motionan. You can tell us the gross tonnage produced in 1954 
was 32,400 tons? 

Mr. Rosrns. Yes, sir. 

Mr. Motxonan. And that 28,200 was the average tonnage produced 
over the last 4 years? 

Mr. Rosrns. Yes, sir. 

Mr. Motionan. Can you tell me what the gross dollar business w as, 
that the company did in 1954, the Kentucky Sy nthetic Rubber Corp. ? 

Mr. Rosrys. Well, it is about $500 a ton. So at 30,000 tons it is 
about $15 million. 

Mr. MotitoHan. Now, how much 

Mr. Rostys. Now, do you realize, sir, that the actual handling of 
the money is done by the RFC? That money never came into the 
hands of Kentucky Synthetic Rubber. 

Mr. Motxonan. I understand, but still you are familiar and can 
answer questions about it? 
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Mr. Rostns. Yes, sir. 

Mr. Motionan. What profit was received by the Government by 
reason of that operation for 1954? What profit did the Government 
realize from the operation of the Louisville plant for the year 19544 

Mr. Rogrns. Well, those figures would come from the Federal Facili- 
ties Corporation’s books, not from the books of the Kentucky Syn- 
thetic. 

Mr. Motonan. Mr. Robins, do you know, though? I don’t expect 
you—possibly you don’t know. 

Mr. Rosins. I don’t know that those figures are broken down by 
plants, actually, even by the Federal Facilities Corporation. 

Mr. Motiouan. I see. 

Mr. Rosrns. I know the overall sales. 

The Cuatrman. Thank you very much, Mr. Mollohan. 

Mr. Mottonan. Just a moment, Mr. Chairman. 

The Cuarrman. All right. 

Mr. Motiounan. We have 29 companies here that are a part of this 
group / 

Mr. Rosrns. Yes, sir. 

Mr. Motironan. Purchasing the Louisville plant ? 

Mr. Rosrns. Yes, sir. 

Mr. Motionan. The total purchase price, as I understand it, is 
$2,340,000; is that right ? 

Mr. Rosins. That is correct. 

Mr. Motitowan. One company is contributing or is putting up $2 
million ¢ 

Mr. Rosrns. Yes, sir. 

Mr. Motitonan. And the other 28, $340,000 ? 

Mr. Rosrns. Oh, no, I beg your pardon. I am glad you asked that 
question. 

We raised $5,850,000. We are paying for the plant $2,340,000, plus 
approximately $600,000 for improvements since the time we made the 
bid, a total of $2,900,000, more or less. We have a requirement for 
working capital which will take a large chunk of the subscribers’ con- 
tribution, between 1 million and 2 million dollars. We have set aside 
approximately one million dollars for the expansion of the facilities 
and additional equipment for the diversification of the facility, to 
make it a multipurpose plant. 

It doesn’t today produce latex, it doesn’t produce oil-extended rub- 
ber, it doesn’t produce so-called wire and cable rubber. A substantial 
amount of additional equipment is going to have to be installed to 
make is sufficiently diversified to serve our constituencies and the 
general market of the small companies. 

Mr. Motionan. Mr. Robins, on the basis of the $15 million gross 
business for 1954, what sort of a profit would you expect to realize 
under your operation on that size business ? 

Mr. Roprns. We expect to lose money for the first couple of years, 
and we hope in the third year to get in the black. We are hopeful of 
making a profit of approximately 10 percent on our invested capital, 
after we get these loss years behind us. 

Mr. Mottonan. Well, now, a little more directly, Mr. Robins—and 
I won’t pursue it any further, just this one question: If you were 
operating a plant for yourself on the basis of 1954’s production of 
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32,400 tons, and a gross business of $15 million, without any other in- 
et a at all, what profit will you have expected to realize from 
that operation ? 

Mr. Rosrns. I think we would lose money at that rate. 

Mr. Motionan. You would lose money ? 

Mr. Ross. Yes, sir. 

Mr. Motionan. Thank you, Mr. Chairman. 

The CHatrman. Now, in that same connection, I want the record 
to show this 

Mr. Rosrns. We would about break even, or lose. 

The CHatrman. Then, when do you think you would get your— 
well, I won’t ask that. 

Now, let the book show that the second says there will be 4,400 
tons. That makes up for these two witnesses’ 19,400 tons. 

Thank you very much, Mr. Robins. 

Mr. Motiowan. Mr. Chairman, may I ask you a question and the 
staff? Does the staff have a breakdown on the ope! rations, financial op- 
erations, on these plants for the last 4 or 5 years ? 

The Cuatrman. If we don’t we can get it from the Rubber Facilities 
Commission. I don’t know whether we have how much each plant 

Mr. Bianprorp. (Aside.) 

The CHarmman. We can get all the information. 

Thank you very much, Mr. Robins. 

Mr. Rosrns. Thank you. 

The CHatrMAn. Now, the next witness is the United States Rubber. 

We have witnesses here now. It is getting late. Do you have a 
statement ? 

Mr. Cor. Mr. Chairman, shall I introduce myself? 

The CuarrMan. Do you have a prepared statement ? 

Mr. Cor. I do not, Mr. Chairman. 

The Cuarirman. All right. Introduce yourself to the committee 
and tell us who you are. 

Mr. Cor. My name is John P. Coe, C-o-e. 

The Cuatrrman. John P. Coe. 

Mr. Cor. C-o-e. 

The CuHatmrman. Coe. All right, Mr. Coe. 

Mr. Cor. I am vice president, United States Rubber Co. 

The CHatrMan. Vice president, United States Rubber Co. 

Mr. Cor. I take it I am here to testify regarding the purchase of 
Plancor 129 at Naugatuck, Conn., is that correct ? 

The Cuatrman. You are here— You purchased a copolymer plant 
and you are here to tell us about the copolymer plant which you pur- 
chased. 

Where is the copolymer plant which you purchased ? 

Mr. Cor. At Naugatuck, Conn. 

The Cuarrman. All right. Now go ahead and tell us about the 
whole thing. If you don’t, we will ask you the information—— 

Mr. Cor. I should add, perhaps, that my company, the United 
States Rubber Co., is interested also in the copolymer plant at Port 
Neches, Tex. We have a joint venture there with the Texas Co., under 
the name Texas-United States Chemical Co. 

The CHatrmMan. Then you bought one plant in Connecticut in the 
name of the United States Rubber Co. and you are participating 
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in buying with someone else a copolymer plant in Texas, is that 
correct 

Mr. Cor. Yes, sir. I happen to be chairman of that corporation. 
If you wish testimony, I woul suggest Mr. W. P. Gee, who is president 
of Texas-U. S. 

The Cuarrman. All right. It is bought in his name, isn’t it? 

Mr. Cor. He signed the contract, yes. 

The Cuarrman. All right. Then we will take the Texas Corp. and 
ask them. 

Now, you tell us about the plant that you bought in the name of 
United States Rubber up in Connecticut. 

Mr. Cor. You wish me to proceed with your questions ! 

Mr. Buanprorp. Shall I ask the questions ? 

The CuHarrman. Have you any prepared statement ? 

Mr. Cor. No, sir. 

The Cuarrman. All right, ask the questions to him, then. 

Mr. Buianprorp. Assuming the most favorable conditions, what do 
you estimate to be the maximum capacity, or assigned annual capactiy 
of GR-S rubber, expressed in long tons, which you could produce 
annually in the copolymer plant which you propose to buy # 

Mr. Cor. The assigned annual capacity is 22,200 tons. 

The Cuatrman. Now, let the record show he is speaking about the 
plant, copolymer plant in Connecticut. 

Mr. Bianprorp. Naugatuck, Conn. 

Mr. Cor. Naugatuck, Conn., Plancor 129. 

You asked under the most favorable conditions. Under the most 
favorable conditions that plant can produce 30,000 long tons. 

Mr. Bianprorp. What do you estimate to be the maximum capacity 
or assigned annual capacity, in other words the capacity that could 
be sustained over any period of time? 

Mr. Cor. Are you referring to question 1? 

Mr. Buanprorp. Question 1. 

Mr. Cor. Well, I am stumbling over your most favorable condi- 
tions. It depends on what we make, what types of rubber we make. 
Under the most favorable conditions, I would say 30,000 tons. But 
under the normal schedule that we are now pursuing, the schedule 
of types, 22,200. 

Mr. Bianprorp. In other words, you could make one or two types 
of rubber. It could be 30,000 tons. If you try to diversify with 
different copolymers, it could be less? 

Mr. Cor. It depends on what type copolymers. With some co- 
polymers it is very slow production. I think the figure you want is 
22,200. 

Mr. Bianprorp. How many thousand long tons of GR-S did this 
facility produce in 1954 ? 

Mr. Cor. 17,414. 

Mr. Bianprorp. What has been its average production over the 
last 4 fiscal years ? 

Mr. Cor. 20,765, that is 20,765. 

Mr. Buanprorp. Is it correct to assume you could operate at maxi- 
mum capacity for any extended period of time without doing irrevoc- 
able damage to the facility ? 

Mr. Cor. Yes, sir. 
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Mr. BLanprorp. Assuming you get the facility, how many long tons 
of GR-S rubber do you plan to produce annually ¢ 

Mr. Cor. Our best estimates at the present time are we will continue 
at about the assigned annual capacity, 20,000 to 22,000 tons. 

Mr. Bianprorp. Section 21 (h) of the act defines the term “small- 
business enteprise” as an interprise independently owned and operated 
which is not dominant in its field of operation, due regard being given 
to the number of its employees and dollar volume of business. Do you 
agree that this would exclude a subsidiary company of a purchaser of 
a copolymer facility from participating in the share of GR-S to be 
made available to small business ? 

Mr. Cor. Yes, sir. 

Mr. Bianprorp. What percentage of your planned production, ex- 
pressed in long tons, do you intend to make available to small business 
on a continuing basis? 

Mr. Cor. May I read the commitment, Mr. Chairman ? 

The CuatrMan. Read the commitment. 

Mr. Cor (reading) : 


The purchaser is prepared to make available between 50 percent— 


excuse me. Someone said earlier, I think it was Judge Barnes, 10 per- 
cent. I don’t know where that came from 

between 50 percent and 60 percent, up to 13,000 tons, of the tonnage of synthetic 
rubber annually produced at the facility, for sale to small-business enterprises 
as defined in section 21 (h) of the act and other users upon the terms and condi- 
tions prevailing on the open market. 

That is our commitment. 

The CHatrMan. Put down 13,000 tons. 

Mr. Smarr. That is maximum? 

The CHatrman. That is maximum, 13,000 tons. 

Mr. Cor. That is the near future and it is the normal. 

The Cuarrman. Allright. Question 8. 

Mr. Buanprorp. In the sales contract covering this facility you as- 
sume an obligation to make available a percentage of your production 
to small-business users. Do you consider this obligation to be a legal 
obligation which is enforceable in the courts by small-business users, 
or on their behalf ? 

Mr. Cor. I consider this to be an obligation on my company and on 
me. I do not know anything about how it might be enforced. That 
is a legal question. But it is a very solemn obligation on our part, 
Mr. Chairman, and we expect to live up to it without any question. 

The Caarrman. All right, that is a frank answer to question 8. 

Mr. Buanprorp. Assuming the approval of all of the proposed sales, 
have you made any tentative or firm agreements with the Shell Chem- 
ical Co. to purchase a portion of its GR-S production? If so, state 
the terms and the amount of GR-S involved. 

Mr. Cor. Yes. We made preliminary arrangements to purchase 
from Shell for use on the west coast something of the order of 10,000 
tons this year. 

The Cuarrman. I didn’t catch that answer. 

Mr. Smart. 10,000 tons this year. 

Mr. Cor. 10,000 tons. ; 

Mr. Bianprorp. That is for fiscal year, starting -—— 

Mr. Coz. No, no; for the balance of this year. 
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Mr. SHort. Calendar year. 

Mr. Smarr. The balance of calendar 1955. 

Mr. Suort. The balance of this year. 

Mr. Cor. That is a preliminary commitment. I don’t think it has 
been finally consummated. So you can call it tentative, if you like. 

Mr. Bianprorp. The same question with regard to Phillips. 

Mr. Cor. We have made some preliminary arrangements with Phil- 
lips to buy black rubber ; yes. 

Mr. Bianprorp. How much ? 

Mr. Cor. I do not know the quantity. 

Mr. Bianprorp. Do you have any firm plans for the expansion of 
the capacity of the copolymer facility or facilities which you propose 
to purchase ? 

fr. Cor. I believe we have no firm plans. We have tentative plans. 

Mr. BLanprorp. At what price do you propose to sell your inven- 
tory GR-S? 

Mr. Cor. That which we purchase from the Government ? 

Mr. Buanprorp. That is the inventory GR-S; yes. 

Mr. Cor. We propose to sell it at cost, that is, without profit, what- 
ever it costs us. 

Mr. Bianprorp. And your GR-S hereafter manufactured in your 
own plant ? 

Mr. Cor. We have set prices only on certain types. Naugatuck is 
a specialty plant, Mr. Chairman. We make many types that are not 
made by other copolymer plants. Some of them are very high cost. 

The practice of pricing in RFC and FFC has been the practice of 
uniform pricing. Under private operation, we will have to cost these 
out individually. The ones we have priced are the special types we 
make for wire insulation. And we have quoted some prices at 2514 
and 26 cents, delivered. That is a very small amount above the Gov- 
ernment price, which is 2334 plus freight. If that is a cent and a half, 
why, there is very little difference on some of them. But it is a frac- 
tion higher. Those are the only ones on which we have quoted so far. 

Mr. Bianprorp. What effect would a decrease in the supply of 
natural rubber, or an increase in the price of natural rubber, have 
on your planned selling price of GR-S ? 

Mr. Cor. An increase in the price of natural rubber, I think, would 
have relatively little effect on the price of synthetic. Manufactured 
goods—the price of manufactured goods historically is steady. The 
price of natural rubber is the result of an open-market speculation. So 
that natural rubber, in my opinion, can go up and down quite widely 
without affecting the price for synthetic. 

You say a decrease in the supply. If that is due to a national emer- 
gency, I have no idea, then, what would happen. But I know of no 
other reason except some political upheaval that would cause a decrease 
in the supply of natural rubber. I think the price of synthetic, in 
reverse, will have the effect of steadying the price of natural rubber, se 
that the variations in the future, I believe, will be less sharp. 

The CHatrman. Thank you, Mr. Coe, for your frank and candid 
answers. 

Now, the next witness is from the Copolymer Corp. Who is here 
from the Copolymer Corp. ? 
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Now I might state for the bookkeeping as I figure it, these 3 
witnesses have testified that there will be available 32,400 tons. Does 
that tally ? 

Mr. Smart. Check. 

The CHatrmMan. Now, will you give your name to the committee / 

Mr. Kanwn. Yes, sir. "My name is Harry H. Kahn, K-a-h-n. I am 
an attorney, a member of a Chicago law firm and general counsel for 
Copolymer Corp. 

The Cuarrman. Now, Mr. Kahn, have you a prepared statement ‘ 

Mr. Kaun. I have no prepared statement. I am prepared to answer 
the questions on the questionnaire. 

The Cuarrman. Now, your corporation is known as a copolymer 
corporation ? 

Mr. Kaun. That is right. 

The Cuarrman. What copolymer plant and where is it located which 
you bought ? 

Mr. Kaun. The Copolymer Corp. has a contract to purchase Plan- 
cor 876, copolymer plant, in Baton Rouge, La. 

The CuatrMan. Baton Rouge, La. 

Now, has the Copolymer Corp. thatpurchased this plant been operat- 
ing this plant as the agent for the Government ? 

Mr. Kaun. Yes, sir. Copolymer Corp. has operated this copolymer 
plant from the fir st day it was opened and still does. 

The Cuairman. Allright. Now go ahead. 

Now, if you haven’t any prepared statement, why, we will take these 
questions. Ask him these questions. 

Mr. Bianprorp. I think the record should show who makes up Co- 
polymer Corp., first, Mr. Kahn. 

Mr. Kaun. The Copolymer Corp. is represented by seven tire com- 
panies. Do you want the names? 

Mr. Bianprorp. Name them, please. 

The Cuatrman. Put those in the record. 

Mr. Kann. Dayton Rubber Co., of Dayton, Ohio; Mansfield Tire & 
Rubber Co., of Mansfield, Ohio; Seiberling Rubber Co.; Armstrong 
Rubber Co.; Armstrong Rubber Manufacturing Co.; Gates Rubber 
Co.; and Sears, Roebuck & Co., who represent a factory, in a Natchez, 
Miss., tire factory. 

The CHatrMan. Now, these tire people organized the corporation 
known as the Copolymer Corp. 

Mr. Kann. That is right. 

The Cuatrman. What is your capital stock ? 

Mr. Kaun. At the moment, the capital stock is equally divided 
between the seven constituents—— 

The Cuatrman. What is the total amount? I don’t care how it is 
divided. What is the total amount of your capital stock ? 

Mr. Kann. The total capitalization 1s $5,100,000. 

The CuarrMan. All right. 

Now, Mr. Blandford, ask the questions. 

Mr. Buanprorp. Yes, sir. 

Assuming the most favorable conditions, what do you estimate to 
be the maximum capacity, or assigned annual capacity of GR-S rub- 
ber, expressed in long tons which you could produce annually in the 
copolymer plant whic ‘h vou propose to buy ? 

Mr. Kann. 49,000 long tons. 








1136 


Mr. Bianprorp. 49,000 long tons. How many long tons of GR-S 
did this facility produce in 1954? 

Mr. Kann. 33.215 long tons. 

Mr. Bianprorp. What has been its average production over the last 
4 fiscal years ? 

Mr. Kaun. 37,300 long tons. 

Mr. Buanprorp. Is it correct to assume that you could operate at 
maximum capacity for any extended period of time without doing ir- 
revocable damage to the facility ? 

Mr. Kann. Yes, sir. 

Mr. Buanprorp. Assuming you get the facility, how many long tons 
of GR-S rubber do you plan to produce annually / 

Mr. Kaun. Capacity, 49,000 long tons. 

Mr. BLanprorp. Section 21 (h) of the act defines the term “small- 
business enterprise” as an enterprise independently owned and op- 
erated which is not dominant in its field of operation, due regard 
being given to the number of its employees and dollar volume of busi- 
ness. Do you agree that this would exclude a subsidiary company 
of a purchaser of a copolymer facility from participating in the share 
of GR-S to be made available to small business ? 

Mr. Kann. Yes, sir. 

Mr. Bianprorp. What percentage of your planned production, ex- 
pressed in long tons, do vou intend to make available to small business 
on a continuing basis? 

Mr. Kann. May I read you the commitment in our contract, which 
says: 

The purchaser will make available 10 percent of the GR-S rubber produced at 
the facility for sale to small-business enterprises as defined in section 21 (h) 
of the act upon competitive terms and conditions. 

The CHarrman. Then that would be 4,900 tons, would it not? 

Mr. Kann. 4,900 tons, long tons. 

The Cuarrman. Allright. The next question. 

Mr. Buanprorp. In the sales contract covering this facility you as- 
sume an obligation to make available a percentage of your production 
to small business users. Do you consider this obligation to be a legal 
obligation which is enforcible in the courts by small business users, 
or on their behalf? 

Mr. Kaun. It is my opinion that this is a legal obligation which is 
enforceable in the courts, and I have so advised my client. 

Mr. Buanprorp. Assuming the approval of all of the proposed sales, 
have you made any tentative or firm agreements with the Shell Chemi- 
cal Co. to purchase a portion of its GR-S production? If so, state the 
terms and the amount of GR-S involved. 

Mr. Kaun. No, sir. 

Mr. Bianprorp. The same question with regard to Phillips. 

Mr. Kann. No, sir. 

Mr. Bianprorp. Do you have any firm plans for the expansion of 
the capacity of the copolymer facility or facilities which you propose 
to my ge 

r. Kann. Yes, sir. There already is in operation an expansion 
program, including oil extended rubber, which will increase the 
capacity. 


he CuarrMan. To what extent would it increase the capacity, Mr. 
Kahn? 
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Mr. Kaun. I am informed that on a gross-tonnage basis it would 
increase the capacity by about 3,500 long tons. 

Mr. Bianprorp. You are assuming that the oil extension—— 

Mr. Kaun. Correction: 35 percent. 

Mr. Bianprorp. Well, you are then assuming that the oil extension 
process will increase it by | 20 percent, so you plan also to increase the 
capacity of your net rubber production. 

Mr. Kaun. I am told that it will increase the production by the 
amount of the oil added. 

Mr. Bianprorp. Well, that is approximately 20 percent. 

Mr. Kaun. Twenty percent. 

Mr. Bianprorp. At what price do you propose to sell inventory 
GR-S? 

Mr. Kann. At cost to the corporation in purchasing this rubber 
from the Government. 

Mr. Buanprorp. And the GR-S hereafter manufactured in 
own plant? 

Mr. Kaun. At competitive prices. 

Mr. Buanprorp. What effect would a decrease in the supply of natu- 
ral rubber, or an increase in the price of natural rubber, have on your 
planned selling price of GR-S/ 

Mr. Kaun. None is anticipated. 

The Cuatrrman. Mr. Blandford, Mr. Hardy wants to address an 
inquiry. 

Mr. Harpy. Not on this line, but in connection with No. 6, did the 
question of sale to subsidiary companies relate only to the parent com- 
pany, in this case of the Copolymer Corp., or did it also relate to the 
constituent companies ¢ 

Mr. Bianprorp. It would relate to any participant in the program 
and any one of those participants who had a subsidiary company. 

Mr. Harpy. Let’s ask him, just to make sure- 

The Cuatrman. Is that correct ? 

Mr. Buanprorp. Is that correct, Mr. Kahn ? 

Mr, Kaun. I didn’t hear the question. 

Mr. Bianprorp. Is my reply to Mr. Hardy correct, that the defini- 
tion of small business which excludes you from selling to a subsidiary 
would also apply to a subsidiary of one of your participants / 

Mr. Kann. Oh, yes, definitely. 

Mr. Harpy. Any one of the seven companies in that group? 

Mr. Kaun. Yes, sir. 

Mr. Harpy. That is all I want. 

The Cuatmrman. Thank you very much, Mr. Kahn. 

Now, that makes 37.300 tons up to date. 

Is Firestone Tire & Rubber Co., who purchased two plants—anyone 
here from that corporation ? 

Mr. Harpy. How many we have? 

The Cramman. We have 11 of them that purchased these co- 
polymer plants and 1 that purchased the butyl plant. You see 
have atime limit onus. This is off the record. 

(Statement off the record.) 

The Crsteman. Now you are here representing the Firestone Tire 
& Rubber Co. ? 


your 


. we 
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Mr. Trarner. Yes. My name is James Edward Trainer. I am 
executive vice president and director of the Firestone Tire & Rubber 
Co. 

The Cuamman. Now what two plants did you buy, copolymer 
plants ? 

Mr. Tratner. Lake Charles and Akron, Ohio. 

The Cuatrman. All right. Now have you a prepared statement ¢ 

Mr. Trarner. I have a prepared statement, and I am ready to 

The Cuarmman, All right, let’s propound the questions to you, be- 
cause I think these questions 

Mr. Trainer. I have a statement I would like to read into the 
record. 

The Cuarmrman. You have a statement ? 

Mr. Trarner. Yes. I would like to read it into the record. 

Firestone directed the construction of Government copolymer plants 
in Baton Rouge, La.; Lake Charles, La.; and in Akron, Ohio. Fire- 
stone has continuously operated the copolymer plants at Lake Charles 
and Akron. We recently signed an agreement to purchase these two 
plants. 

In testimony before various congressional committees, as far back 
as 1948, the chairman of our company, Mr. Harvey S. Firestone, Jr., 
urged that the manufacture of synthetic rubber be placed entirely in 
the hands of private industry. In testimony before a Senate com- 
mittee, on June 6, 1950, he stated in part, and I quote: 








The obligation to furnish the synthetic rubber requirements of the rubber 
industry in peacetime and tu bear the costs of operating such an enterprise should 
not continue to be assumed by the Government any longer than necessary. Our 
company is prepared to take over from the Government our share of these re- 
sponsibilities, and furthermore to accept the conditions of the Government se- 
curity acencies with respect to national security * * *. 

Today, I reaffirm the position we have consistently taken and urge 
that this committee accept the program for the sale of the plants, 
recommended to it by the Rubber Producing Facilities Disposal Com- 
mission. The removal of the synthetic rubber industry from Govern- 
ment ownership to private industry will be an important step in 
strengthening the democratic form of government under which this 
country has developed and grown great. 

It is our belief that the Commissioners’ program measures up to all 
of the qualifications established by Congress in Public Law No. 205. 

It is my opinion that industry wil! be impelled to accelerate syn- 
thetic rubber production, research, and development in the climate of 
competitive, free enterprise which has been responsible for American 
industrial progress down through the years. 

Firestone already is taking steps to implement the agreement it has 
made with the Commissioners to promote competition and to provide 
small business with an assured supply of synthetic rubber. As early 
as January 21, we told prospective customers for our synthetic rubber 
that we were prepared to sell it at a price of 23 cents per pound FOB 
Lake Charles, La. This is the same f. o. b. price at which the Govern- 
ment is now selling synthetic rubber. 

In order to assure that general purpose synthetic rubber would be 
made available to consumers, in accordance with the terms of Public 
Law No. 205, the Firestone Co. has agreed, in our contract with the 
Commissioners, to assign 20 percent of the Lake Charles and Akron 
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present productive capacity to others, especially to small-business 
enterprises. On January 3, 1955, we sent letters to several hundred 
rubber manufacturers, specifically those who were being supplied 
rubber from the plants that we have contracted to purchase, and we 
told them that we would like to be considered as a supplier for their 
synthetic rubber requirements. 

May I point out that this policy is a long-established one at Fire- 
stone. For many years we have been selling to small businesses such 
raw materials as natural latex from the Firestone plantations in Li- 
beria, reclaimed rubber from our reclaim plants in Akron, Ohio; 
Memphis, Tenn.; and Los Angeles, Calif; special vinyl resins and 
special synthetic rubbers produced by Firestone facilities in Potts- 
town, Pa.; fabrics and cords used in tires, as produced in our plant 
in Gastonia, N. C. 

You will be interested in our plans for the immediate future as 
they affect the Akron and Lake Charles synthetic rubber plants. Fore- 
seeing an increase in the demand for cold latex, which has been in short 
supply since the middle of last year, we are preparing to spend $700,- 
000, immediately, to convert part of the Akron plant to cold rubber 
and latex. 

Firestone is also preparing to spend, immediately, more than 
$500,000 at Lake Charles to remove bottlenecks that adversely affect 
the capacity of the plant. 

Historically, Firestone has been a pioneer in urging that our coun- 
try be independent with respect ¢o its supply of rubber. 

In 1922 the founder of our company, Mr. Harvey S. Firestone, or- 
ganized a campaign under the banner: “Americans Should Produce 
Their Own Rubber,” which resulted in the establishment of the Fire- 
stone plantations in Liberia, and it was these plantations that. became 
the largest single source of natural rubber and latex for the United 
States during World War IT. 

Our company was a pioneer in developing synthetic rubber. In 1939 
Firestone was producing the bu‘adiene-styrene type rubber for use in 
tires. It was mainly from this background and experience that the 
Government-owned synthetic rubber plants were designed and built. 

In conclusion, may I point out that under private enterprise, com- 
petitive research and development can be expected to accelerate the 
improvement of quality and increase the uses of synthetic rubber. This 
will be highly beneficial to the country in times of peace, and in terms 
of national security it will be an indispensable asset. 

The CuatrMan. Thank you very much, Mr. Trainer. It is a good, 
strong statement. I remember quite well when Mr. Firestone testified 
here, back in some other years gone by, and his position is already 
here. 

Now, Mr. Blandford. 

Mr. Buanprorp. Yes, sir. 

The CHatrman. Read these questions to Mr. Trainer and get the 
answers in the record. 

Mr. Bianprorp. Assuming the most favorable conditions, what do 
you estimate to be the maximum capacity, or assigned annual capacity 
of GR-S rubber, expressed in long tons which you could produce 
annually in the copolymer plant which you propose to buy? I think 
you can give us a combined answer for the two. 

Mr. Tratner. 130,000 net tons. 
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The Cuatrman. You are speaking jointly ? 

Mr. Trainer. Yes, sir. 

The CuamMan. 130,000 tons jointly. 

Mr. Buanprorp. That is net. F 

Mr. Trarner. That is net. 

Mr. Biranprorp. Without oil extension. 

Mr. Trarner. Yes, sir. 

Mr. Buanprorp. All right. How many long tons of GR-S did these 
facilities produce in 1954? 

Mr. Trainer. Joint production in net tons would be—well, I better 
give that separately because that is the way I have it—22.272 tons at 
Akron, and 52.875 tons at Lake Charles, that would be about 75,000 
tons. 

The Cuatrman, 75,000 tons. 

Mr. Bianprorp. 75,147. 

Mr. Tratner. Net. 

Mr. Buanprorp. What has been the average production over the past 
4 fiscal years? 

Mr. Trarer. In Akron, production was 26,000, and at Lake Charles, 
69,500. 

Mr. BLanprorp. 69,000—— 

The Cuarrman. 900. 

Mr. Buanprorp. 900. Assuming you get these facilities—well, is 
it correct to assume you can operate at maximum capacity for any 
extended period of time without doing irrevocable damage to the 
facility ? 

Mr. Trainer. The answer to that is yes. 

Mr. Bianprorp. Assuming you get the facilities, how many long 
tons of GR-S rubber do you plan to produce annually ¢ 

Mr. Tratner. We hope to be able to run plants at full capacity. 

Mr. BLanprorpb. Section 21 (h) of the act defines the term “small- 
business enterprise” as an enterprise independently owned and oper- 
ated which is not dominant in its field of operation, due regard being 
given to the number of its employees and dollar volume of business. 
Do you agree that this would exclude a subsidiary company of a pur- 
chaser of a copolymer facility from participating in the share of GR-S 
to be made available to small business ? 

Mr. Trarner. Yes, sir. 

Mr. Bianprorp. What percentage of your planned production, ex- 
pressed in long tons, do you intend to make available to small business 
ona continuing basis? 

Mr. Trarnexr. It is part of our contract and is so written that the 
purchaser will sell approximately 20 percent of the GR-S rubber 
produced at the facility to small-business enterprises, as defined in sec- 
tion 21 (h) of the act, and to small rubber companies, such sales to 
be made at going prices of types of rubber generally accepted. 

Mr. Buanprorp. 26,000 tons, then. 

Mr. Trarner. (Nods.) 

The CuatrMan, 26,000 tons? 

Mr. Trarner. 26,000 tons. 

Mr. Buanprorp. In the sales contract covering this facility you 
assume an obligation to make available a percentage of your produc- 
tion to small-business users. Do you consider this obligation to be @ 
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legal obligation which is enforceable in the courts by small-business 
users, or on their behalf? 

Mr. Trarner. Yes, sir. 

Mr. Bianprorp. Assuming the approval of all of the proposed sales, 
have you made any tentative or firm agreements with the Shell Chem- 
ical Co. to purchase a portion of its GR-S production? If so, state 
the terms and the amount of GR-S involved. 

Mr. Trainer. In January, January 25, 1955, we received a letter 
from the Federal Facilities Corporation in Washington, advising, in 
part, which reads: 

All GR-S consumers who now placed orders with the Federal Facilities Corpo- 
ration on 90-day advance basis should continue this practice through delivery 
month of May and July 1955, in addition to placing duplicate orders with pri- 
vate purchasers for the same delivery months. 

We placed an order with the Shell Co. for 3 months, for total of 
3,600 tons GR-S. 

Mr. BLanprorpb. 3,600 tons per month or 

Mr. Tratner. Total, 1,200 tons a month. 

Mr. Bianprorp. That is for the period—for what period / 

Mr. Tratner. Three-month period, 90 days. 

Mr. Bianprorp. That is for May, June, and July delivery ? 

Mr. Tratner. May, June, and July. 

Mr. Bianprorp. Those were the only commitments, terms or con- 
tracts you have made with Shell ? 

Mr. Tratner. Yes, sir. Frankly, it was our feeling that in doing 
this during the period of transition between Government and private 
operation, that a big plant like the Los Angeles plant had to know 
what it was going to produce starting the day that they took over 
the plant. 

The Cuairman. All right. 

Mr. Trarner. We thought it would be helpful to the overall pro- 
gram to place that order with them. 

Mr. Buianprorp. The same question with regard to Phillips. 

Mr. Trainer. No, sir. 

Mr. Bianprorp. You have no— 

Mr. Trainer. We have placed no orders with Phillips. 

Mr. Bianprorp. You have no orders placed or no terms arranged 
with Phillips. Do you have any firm plans for the expansion of 
apacity of the copolymer facilities which you propose to purchase ? 
You already answered that question. 

Mr. Tratner. Yes. Over and beyond present capacity, we would 
anticipate that the capacity of the Lake Charles plant will be increased 
about 13,000 tons. 

Mr. Bianprorp. Increased Lake Charles by 13,000 tons. 

The CHatrmMan. That would make about 70,000 tons capacity at 
Lake Charles, then. 

Mr. Tratner. That would raise Lake Charles to 113,000 tons. From 
present capacity, 99,600. 

Mr. Branprorp. At what price do you propose to sell inventory 
GR-S / 

Mr. Trainer. At the price we purchase it from the Government, 
that is no profit. 

Mr. Bianprorp. Government cost. What price do you plan to sel) 
GR-S manufactured in your own facilities? 
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Mr. Tratner. We are at present on record that we will sell general 
purpose synthetic rubber for 23 cents f. o. b. 

Mr. Brianprorp. You have entered into contracts for the sale of 
GR-S at 23 cents? 

Mr. Trarner. At this time we have entered orders for the sale of at 
least 20 percent of our capacity. 

Mr. BLanprorp. At 23 cents a pound ? 

Mr. Tratner. At 23 cents. 

Mr. Bianprorp. What effect would a decrease in the supply of 
natural rubber, or an increase in the price of natural rubber, have on 
your planned selling price of GR-S? 

Mr. Tratner. We do not believe that the selling price of GR-S 
under private operation would be affected by a decrease in the supply 
of natural rubber or an increase in the price of natural rubber. Dur- 
ing the 10 years of Government operation, changes in the price, selling 
price of GR-S have been made as a result of changes in the cost of 
producing butadiene and styrene and the cost of labor. 

We believe that this will continue to be the basis for any GR-S 
price changes under private operation. 

It is to the interest of the rubber product manufacturers to have 
stability in the prices of the materials that they use. It will be to our 
interest to maintain a stable and uniform selling price of GR-S, in 
an effort to control fluctuations in the price of natural rubber. 

The CHarrmMan. Thank you very much, Mr. Trainer. We appre- 
ciate your frank and candid answers from the great corporation you 
represent. 

Now, the next witness is from Goodyear Synthetic Rubber Corp., a 
subsidiary of Goodyear Tire & Rubber Co. ‘Two plants. 

Now, who is here from that corporation ? 

Mr. Buanprorp. Mr. Spencer. 

The Cuatrman. Mr. Spencer, what position do you hold in this 
corporation ? 

Mr. Sprencer. Mr. Chairman, my name is Leland E. Spencer. I 
am the assistant to the president of the Goodyear Tire & Rubber Co. 
of Akron, Ohio, with which firm I have been associated for nearly 29 
years. 

We were honored by your invitation and consider it a real privilege 
tc appear before this committee in connection with these hearings rela- 
tive to the disposal of the Government-owned rubber-producing 
facilities. 

On June 4, 1953, Mr. P. W. Litchfield, chairman of the board of 
the Goodyear Tire & Rubber Co., appeared before the House Armed 
Services Subcommittee and on June 25, 1953, he also appeared before 
the Senate Banking and Currency Subcommittee and, in both instances, 
Mr. Litchfield wholeheartedly endorsed the objectives of proposed 
legislation with respect to the disposal of the Government-owned syn- 
thetic rubber facilities to private industry. 

The Rubber Producing Facilities Disposal Act of 1953 was entirely 
consistent with his views expressed on those two occasions, with one im- 
portant exception. 

That single exception involved an urgent plea before the committees 
previously mentioned that the proposed legislation provide for the ac- 
cumulation of and maintenance of an inventory of 200,000 long tons of 
general purpose synthetic rubber as (1) national security, (2) a means 
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of stabilizing production levels, (3) as a basis for economic arrange- 
ments for retaining facilities in standby and (4) to facilitate a smooth 
and orderly transition at the time of disposal. 

While it is too jate now to cry over spilled milk, we are impelled to 
inform you that we would feel considerably more relieved today if the 
act had included provision for this safeguard and if such a quantity 
of synthetic rubber had been accumulated as an operating reserve- 
inventory. 

Now in my prepared notes, however, fortunately, no catastrophe has 
happened and that advice was well advised, but since it wasn’t fol- 
lowed, no harm has come from it. 

In this connection, it is our considered view that private industry 
will, as soon as possible, accumulate and maintain an inventory which 
will in total provide more national security than exists today under 
Government operation. To that extent, the Nation will then be more 
secure than it has been theretofore. 

Nevertheless, the Disposal Act of 1953 was enacted and, as required 
by the act, three intelligent and capable businessmen were appointed 
by the Pi -esident to serve as a Disposal Commission. ‘This Commission 
was charged by the Congress with obtaining the highest price possible 
for the facilities, while at the same time creating a competitive pattern 
that would prevent monopoly and encourage competition as well as 
protecting, insofar as possible, the security of the Nation. 

The Commission has, in our opinion, developed a disposal program 
embodying all of these objectives. 

The program as developed represents a solution to an unprecedent- 
edly complex problem, not only with respect to the aforementioned 
objectives, but also with regard to international relations with other 
free nations. 

The American public and all free nations throughout the world will 
long be indebted to this Congress which through acceptance of the pro- 
posed disposal program has an opportunity of resolving basic and po- 
tentially serious national and international problems, insofar as ade- 
quate supplies of new rubber are concerned. 

Goodyear Synthetic Rubber Corp., a wholly owned subsidiary of 
the Goodyear Tire & Rubber Co., presently operates 2 copolymer 
plants, 1 at Akron, Ohio, and 1 at Houston, Tex. 

The Goodyear Synthetic Rubber Corp. has entered into an agree- 
ment to purchase both of these facilities in accordance with the regula- 
tions governing such transactions, including the national security 
clause, and provisions for making available a fixed portion of the out- 
put to nonpurchasers of facilities and at competitive prices. 

You may be assured that expansions will be undertaken as expan- 
sions appear to be necessary and, insofar as possible, well in advance 
of actual need. Equipment has already been ordered against our pri- 
vate account in anticipation of early expansion. 

Now, with specific regard to the identical bills (S. 691 and H. R. 
2882) which provide special provision for reopening disposal of the 
Baytown, Tex., copolymer facility, we comment as follows: 

Unqualifiedly, we endorse the proposed legislation, in principle. 

We think the program is incomplete unless Baytown is kept active. 

We urge legislation involving the minimum elapsed time between 
the transfer of this fac ility and the date when all other facilities are 
transferred. 
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We urge that it be kept in operation without interruption pending 
sale to private industry—for a limited period, of course. 

I want to thank you for giving me this opportunity to present our 
views on this very important legislation. We are at your service if we 
can be of further assistance to you. 

The Cuatrman. Thank you very much, Mr. Spencer. 

Now, Mr. Spencer, we have a few questions that we are going to 
propound to you and the other witnesses, just like we have done with 
the previous ones. 

Mr. Blandford, please read question No. 1 to Mr. Spencer. 

Mr. Bianprorp. Yes, sir. 

Assuming the most favorable conditions, what do you estimate to 
be the maximum capacity, or assigned annual capacity of GR-S rub- 
ber, expressed in long tons which. you could produce annually in the 
copolymer plant which you propose to buy? 

Mr. Spencer. 114,800 long tons in both plants. 

Mr. Brianprorp. That is net? 

Mr. Spencer. Yes. 

Mr. Buanprorp. 2. How many long tons of GR-S did this facility 
produce in 1954? 

Mr. Srencer. 67,096. 

Mr. Bianprorp. What has been its average production over the last 
4 fiscal years? That is, for these two facilities? 

Mr. Sprencer. 103,500. 

Mr. Buianprorp. 103,500? 

Mr. Srencer. Right. (Figure corrected to 93,500 after adjourn- 
ment.) 

Mr. Buanprorp. Is it correct to assume that you could operate at 
maximum capacity for any extended period of time without doing 
irrevocable damage to the facility ? 

Mr. Srencer. Our experience has shown that operations at maxi- 
mum capacity can be sustained for an extended period. 

Mr. _ ANDFORD. What do you consider to be an extended period ? 

Mr. Spencer. Just what your question asked. It might be 1 year, 
it might be 2 years. 

Mr. Branprorp. Would you say 2 years’ maximum ? 

Mr. Spencer. I would say 2 years. 

Mr. Bianprorp. Assuming you get the facilities, how many long 
tons of GR-S rubber do you plan to produce annually ? 

Mr. Spencer. We plan to produce up to capacity, if the demand 
justifies capacity operations. In other words, all we can use or sell. 

Mr. Bianprorp. Section 21 (h) of the act defines the terms “small- 
business enterprise” as an enterprise independently owned and operat- 
ed which is not dominant in its field of operation, due regard being 
given to the number of its employees and dollar volume of business. 
Do you agree that this would exclude a subsidiary company of a pur- 
chaser of a copolymer facility from participating in the share of 
GR-S to be made available to small business ? 

Mr. Spencer. Yes. 

Mr. Bianprorp. What percentage of your planned production, ex- 
pressed in long tons, do you intend to make available to small business 
on a continuing basis? 

Mr. Srencer. Not less than 11,500 long tons. 

Mr. Buanprorp. Not less than 11,500. 
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The Cuairman. What percent would that be? 

Mr. Spencer. That is not less than 10 percent, sir, as covered in 
the contract. 

Mr. Bianprorp. 11,500. 

In the sales contract covering this facility you assume an obligation 
to make available a percentage of your production to small business 
users. Do you consider this obligation to be a legal obligation which 
is enforceable in the courts by small-business users or on their behalf? 

Mr. Spencer. Yes, we consider this obligation binding equally with 
all other terms of the contract, including the national security clause. 

Mr. Buanprorp. Assuming the approval of all of the proposed sales, 
have you made any tentative or firm agreements with the Shell Chem- 
ical Co. to purchase a portion of its GR-S production? If so, state 
the terms and the amount of GR-S involved. 

Mr. Spencer. Goodyear is now in the process of negotiating an 
agreement to purchase a portion of its Los Angeles plant’s require- 
ment for the month of May 1955. Terms, 23 cents per pound, net 
GR-S, f. o. b. producing plant. Quantity, approximately 1,000 long 
tons. Duration of firm order, a portion of the next succeeding month’s 
requirements only. 

Mr. Bianprorp. In other words, you want a firm contract for 1,000 
long tons for May, with the same right to purchase the same amount 
in June? 

Mr. Spencer. Yes, sir, but no commitment beyond 1 month. 

Mr. BLanpForp. How about Phillips? The same question. 

Mr. Sprencer. None. 

Mr. BLanprorp. No agreement with Phillips. Do you have any firm 
plans for the expansion of the capacity of the copolymer facility or 
facilities which you propose to purché ase ¢ 

Mr. Spencer. Yes. As I testified, we have already ordered equip- 
ment against our own account and plan on further expansion—and 
plans on further expansion which even are now partially engineered 
and will be ee just as soon as the requirement justifies such 
expansion. 

Mr. Bianprorp. To what extent would that increase your capacity ? 

Mr. Spencer. Asa first step, pan 10,000 tons. 

Mr. Buanprorp. That is combined in the two plants? 

Mr. Srencer. Yes, sir. 

Mr. Buianprorp. At what price do you propose to sell inventory 
GR-S? 

Mr. Spencer. At the same price as that which we purchase it from 
the Government. 

Mr. Bianprorp. Cost from Government. 

Mr. Spencer. Yes, sir. 

Mr. Bianprorp. And GR-S hereafter manufactured in your own 
facilities ? 

Mr. Spencer. No prices have been quoted to date but it is our inten- 
tion to establish the same prices per pound as the Government is pres- 
ently charging. 

Mr. BLanprorp. 23 cents a pound. 

Mr. Spencer. (Nods.) 

Mr. Branprorp. F.o.b. 

Mr. Spencer. We haven’t decided the freight yet, but it will be a 
break-even freight proposition. 
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Mr. Bianprorp. Well, 23 cents, at least plant price ? 

Mr. Spencer. That is right. We would make or lose no money on 
freight, we hope. 

Mr. Bianprorp. What effect would a decrease in the supply of natu- 
ral rubber, or an increase in the price of natural rubber, have on your 
planned selling price of GR-S? 

Mr. Spencer. We view the investment in synthetic rubber facilities 
as an investment to insure the uninterrupted availability of supply of 
this basic raw material. We anticipate that our investments will stand 
on its own feet. We anticipate that the price of synthetic rubber either 
up or down will depend upon its costs rather than the supply and price 
fluctuations of the natural rubber market. 

Mr. Bianprorp. In other words, your answer is that the pricing of 
GR-S will be determined by raw material costs and will have no rela- 
tionship to the price of natural rubber ? 

Mr. Srencer. Just as I stated. 

Mr. Bianprorp. Have I correctly paraphrased it ? 

Mr. Srencer. Yes, I would say so. 

Mr. Buianprorp. Thank you. 

The Cuarrman. Thank you very much, Mr. Spencer. 

Now, the next and the last witness for those purchasing copolymer 
plants is the Texas-United States Chemical, owned equally by the 
Texas Co. and United States Rubber. 

Mr. Grr. Mr. Chairman, I have no prepared statement. I only re- 
ceived your questions this morning. 

The Cuatrman. Now, just give 

Mr. Ger. The 

The Cyatrman. One minute. Give your name and your position 
in the Texas-United States Chemical. Who are you? 

Mr. Grr. My name is William P. Gee. I am president of Texas- 
United States Chemical Co. 

The Cuatrman. All right, Mr. Gee. Now, if you haven’t any pre- 
pared statement 

Mr. Ger. I have no statement, Mr. Chairman, asI say. I would like 
to reserve the right to file a confirmation of my answers to your ques- 
tions, if I may. 

The Cuatrman. All right. We will see what your answers are, and 
then we will see about the confirmation. 

You have no prepared statement that you desire to submit first ? 

Mr. Gee. Yes, sir. 

The Cuarrman. All right. Go ahead. 

Mr. Ger. Glad to have your questions. 

Mr. Buanprorp. All right. Now, assuming 

The Cuairman. Wait one minute, Mr. Blandford. He has no pre- 
pared statement he desires to put in now ? 

Mr. Smart. No. 

Mr. Buanprorp. No. 

The CuarrmMan. He is merely ready to answer the questions. 

Now, tell us what copolymer plant and where it is located that you 
bought. 

Mr. Ger. This is the copolymer plant known as Plancor 983 (A), 
located at Port Neches, Tex. 
The Cuairman. All right. 
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Now, you have bought it with the Texas Co. and the United States 
Rubber Co. ! 

Mr. Gee. It is a jointly owned, equally owned company, between 
the Texas Co. and United States Rubber Co. 

The Cuarrman. And in addition to that, the United States Rubber 
Co. has bought one up in Connecticut ? 

Mr. Ger. That is what I understand. 

The Cuairnman. Yes, sir. 

All right. Now, go ahead. Mr. Gee, and answer the questions, 
please, sir. Read the questions to Mr. Gee, and you can elaborate 
as you go along. 

Mr. Bianprorp. Assuming the most favorable conditions, what do 
you estimate to be the maximum capacity, or assigned annual capacity 
of GR-S rubber, expressed in long tons, which you could produce an- 
nually in the copolymer plant which you propose to buy ? 

Mr. Grr. The assigned annual capacity of this plant is 88,000 long 
tons annually. 

Mr. Buanprorp. Do you agree with that assigned annual capacity ? 

Mr. Gee. Yes, we do. 

Mr. Bianprorp. How many long tons of GR-S did this facility 
produce in 1954? 

Mr. Gre. I am advised by FFC that it was 47,628 long tons in 1954. 

Mr. Buanprorp. And its average production over the past 4 fiscal 
years ¢ 

Mr. —_ 58.547. 

Mr. Bianprorp. Is it correct to assume that you could operate at 
maximum capacity for any extended period of time without doing 
irrevocable damage to the facility ? 

Mr. Ger. Yes, sir. We see no harm in operating the plant at its 
assigned capacity, 1f we could sell the product. 

Mr. Bianprorp. Assuming you get the facility, how many long tons 
of GR-S rubber do you plan to produce annually ¢ 

Mr. Grr. We have made forecasts of what our operating schedule 
will be at least for the next year, that is, starting in May. We figure 
for the first vear of operation we will operate at the rate of about 
87.000 long tons annually. 

Mr. Bianprorp. Thereafter to increase? Is that the inference ? 

Mr. Ger. Yes, sir. 

Mr. Bianprorp. Depending on market conditions ¢ 

Mr. Ger. It depends on the market, yes, sir. 

The CHatrMan. Your next question. 

Mr. Buianprorp. Section 21(h) of the act defines the term “small- 
business enterprise” as an enterprise independently owned and 
operated which is not dominant in its field of operation, due regard 
being given to the number of its employees and dollar volume of busi- 
ness. Do you agree that this would exclude a subsidiary company of 
a purchaser of a : copolymer facility from participating in the share of 
GR-S to be made available to small business ? 

Mr. Ger. Yes; we certainly do. 

Mr. Bianprorp. What percentage of your planned production, ex- 
pressed in long tons, do you intend to make available to small business 
on a continuing basis? 
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Mr. Ger. I would like to read the commitment we have made, Mr. 
Chairman: 

The purchaser will make available for sale to small business enterprises and 
users other than United States Rubber Co. up to 20 percent of the GR-S rubber 
produced at the facility, upon the terms and conditions prevailing in the open 
market. 

As I said a moment ago, our forecast production for the first year of 
operation will be 87,000 long tons. Therefore, 20 percent would be 
17,400 long tons. 

The Cuatrman. Then we will mark this company up at 17,400 tons, 
is that correct ? 

Mr. Ger. Yes, sir. 

The Cuarrman. All right. 

Mr. Buianprorp. In the sales contract covering this facility you 
assume an obligation to make available a percentage of your produc- 
tion to small business users. Do you consider this obligation to be 
a legal obligation which is enforceable in the courts by small business 
users, or on their behalf? 

Mr. Ger. While I can’t render a legal opinion, as the chief executive 
officer of this company, I certainly consider it a commitment, a legal 
commitment. 

Mr. Buanprorp. A legal obligation on your part ? 

Mr. Ger. Yes, sir; a binding commitment. 

Mr. Bianprorp. Assuming the approval of all of the proposed 
sales, have you made any tentative or firm agreements with the Shell 
Chemical Co. to purchase a portion of its GR-S production? If so, 
state the terms and the amount of GR-S involved. 

Mr. Grr. No, sir; no arrangement. 

Mr. Buanprorp. The same thing with Phillips? 

Mr. Ger. Yes, sir. 

Mr. Bianprorp. No commitments with Phillips? 

Mr. Grr. No commitments. 

Mr. Bianprorp. Do you have any firm plans for the expansion of 
the capacity of the copolymer facility or facilities which you propose 
to purchase ¢ 

Mr. Ger. While we have no firm commitment to expand at the 
present time, we have on our own behalf ordered equipment to increase 
the type, the number of types of rubbers that we will produce. 

Mr. Bianprorp. In other words, you are putting in new polymers 
in the plant? 

Mr. Ger. That is correct. 

Mr. Bianprorp. Will that increase its production ? 

Mr. Gre. I don’t think so. 

Mr. Buanprorp. It will just increase the diversification ? 

Mr. Ger. Yes, increase the diversification. 

Mr. Buianprorp. At what price do you propose to sell inventory 
GR-S? 

Mr. Gee. At cost. 

Mr. Buanprorp. And GR-S hereafter manufactured in your own 
plant? 

Mr. Gre. We intend to be competitive. We made no quotations 
as yet. We intend to meet competition. 
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Mr. Buianprorp. What effect would a decrease in the supply of 
natural rubber, or an increase in the price of natural rubber, have on 
your planned selling price of GR-S ? 

Mr. Geer. I look on that as a rather philosophical question, but I 
don’t believe it would have any effect on GR-S prices. 

The Cuarrman. Thank you very much, Mr. Gee. We appreciate 
your frank and candid answers. 

Mr. Ger. You are quite welcome, Mr. Chairman. 

The Cuatrman. Now, the next witness is from Phillips Chemical 
Co. Now, we have a job here. We have to continue. We are getting 
through with just one more witness. 

Mr. Bianprorp. We haven't a representative from Phillips here 
today, Mr. Chairman. 

The CuatrmMan. Anyone here from Phillips ? 

(No response. ) 

The CuHatrman. All right. Now, the tally right at this time is 
93,200 long tons. 

Now, here is Phillips and Shell that haven’t yet added to the ton- 
nage. We have developed a certain line of questions in here to show 
how much Phillips—Shell is obligating to sell to other copolymer 
plants. Of course the amount held in other copolymer plants neces- 
sarily reduces the amount available to small business. 

What about Phillips? 

Mr. Brianprorp. Phillips will be here, I presume, tomorrow morn- 
ing. Mr. Thomas has been notified. 

The Cuairman. Now, who is here from— Do we want to hear 
Shell now ? 

Mr. Buanprorp. ( Aside.) 

The CnatrMan. Now, in view of the fact there are so many com- 
plications in the Shell transaction, let’s take a recess until tomorrow 
morning at 10 o’clock, with the understanding we will take Phillips 
and Shell, and the butyl plants, and the Commissioners. . We must 
wind up tomorrow. We will take a recess until 10 o’clock. 

(Whereupon, at 4:55 p. m., the committee adjourned until 10 a. m., 
Tuesday, March 15, 1955.) 


Hovusr or RerreseNTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Wash ington, DC... luesday, Mareh 15. 1956. 

The committee met at 10 a. m., the Honorable Carl Vinson, chair- 
man, presiding. 

The CHairman. Now, let the committee come to order. 

This is a continuation of the hearing on Resolution 170 and Resolu- 
tion 171. 

Now, members of the committee, yesterday when we recessed, after 
sitting 5 hours, we had heard all of the contemplated purchasers of the 
copolymer plants except Phillips and Shell. 

Now, who is here this morning from Phillips Co. ? 

Mr. Bianprorp. Mr. Cubbage. 

The Cvrarrman. Come right around. 

Now, Mr. Cubbage, you are vice president of the Phillips Chemi- 
cal Co? 

Mr. Cuppace. Yes, sir. 
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The Cuamrman. You are here authorized to represent your cor- 
poration ? 

Mr. Cunpace. Yes, Mr. Chairman. 

The Cuarrman. Have you a prepared statement ? 

Mr. Cuspace. I do not have a prepared statement to make. 

The Cuarrman. Mr. Blandford. 

Mr. Buanprorp. Yes, sir. 

The CHarrman. Which copolymer plant did you purchase? 

Mr. Cussace. The copolymer plant at Borger, Tex. 

The CuarmMan. The copolymer plant down in Texas. 

Now, Mr. Blandford. 

Mr. Buanprorp. Yes, sir; I have the questions. 

The CHatrMan. Read each one of the questions to him and let us 
get his answer. 

Mr. Buanprorp. Assuming the most favorable conditions, what do 
you estimate to be the maximum capacity, or assigned annual capacity 
of GR-S rubber, expressed in long tons, which you could produce 
annually in the copolymer plant which you peapened to buy? 

Mr. Cusrace. 63,000 long tons per year of net GR-S 

Mr. Bianprorp. Net GR-S. 

How many long tons of GR-S did this facility produce in 19544 

Mr. Cuppace. 39,964 long tons of net GR-S. 

Mr. BLuanprorp. What has been its average production over the last 
4 fiscal years ¢ 

Mr. Cuppace. 36,452 net tons, long tons, of GR- 

Mr. Buianprorp. Is it correct to assume that you could operate at 
maximum capacity for any extended period of time without doing 
irrevocable damage to the facility ? 

Mr. Cusrace. Yes, subject to our usual standards of maintenance 
and repairs. 

Mr. Bianprorp. Assuming you get the facility, how many long tons 
of GR-S rubber do you plan to produce annually ? 

Mr. Cuppace. 57,600 long tons per year net GR-S, based on making 
21 different types of GR- S. If a lesser amount is sold, plant pro- 
duction will have to be curtailed. 

Mr. Bianprorp. Section 21 (h) of the act defines the term “small 
business enterprise” as an enterprise independently owned and oper- 
ated which is not dominant in its field of operation, due regard 
being given to the number of its employees and dollar volume of busi- 
ness. Do you agree that this would exclude a subsidiary company of 
a purchaser of a copolymer facility from participating in the share 
of GR-S to be made available to small business ? 

Mr. Cuppace. Yes. We assume that a subsidiary of any large busi- 
ness organization would be in the same category as its parent. 

Mr. Bianprorp. What percentage of your planned production ex- 
pressed in long tons, do you intend to make available to small business 
on a continuing basis? 

Mr. Cussace. Our contract commitment is as follows. I would like 
to read from the appendix of our sales agreement : 

The purchaser— 
and that is Phillips— 
will manufacture a variety of synthetic rubber polymers for sale to small business 
enterprises as defined in section 21 (h) of the act, as well as to other prospective 
purchasers. Purchaser desires to sell the major portion of its production to 
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such small business enterprises and for so long as it continues active operation 
of the plant will do so. To the extent that demand from small business enter- 
prises will permit such sales to them on terms and conditions generally competi- 
tive with those offered by other private suppliers of synthetic rubber and offer- 
ing a fair return to the purchaser on its investment. 

Mr. Bianprorp. What do you consider a major portion of your 
production ¢ 

Mr. Cussace. Phillips, not being a manufacturer of any rubber 
goods, says that 100 percent of its production will be sold on the open 
market to others. 

The Cuatrman. I couldn’t catch what you say. What did you say, 
100 what— 

Mr. Cuppace. 100 percent of its production will be sold on the open 
market to others. 

The CHatrmMan. You mean—then, the capacity of your plant is 
67,000 tons, you said ? 

Mr. Cuppace. 63,000. 

The CuatrmMan. 63,000. ‘Then you propose to make available the 
63,000 tons to small business, or all business ¢ 

Mr. Cuspace. The capacity of our plant, making 21 or more differ- 
ent types of rubber, would be graded at 57,600 tons. 

The Cuarman. Well, put that on the blackboard, 57,600 tons. 

All right. 

Mr. Suorr. Since they are not the manufacturers of rubber, they 
propose to sell the entire 100 percent. 

The CuatrmMan. That is right. 

Mr. Cuspace. In the open market. 

The Cuatrman. To the trade. 

Mr. Suorr. That is right. 

Mr. Durnam. And then at the present time you don’t plan any pro- 
duction of any article of rubber, according to your statement ? 

Mr. Cuppace. We are not manufacturers or rubber fabricators. 

The Cuatrman. Then the entire output of your plant will be avail- 
able for sale? 

Mr. Cuppace. Yes, sir. 

The Cuarrman. And you figure that as 57,600 tons / 

Mr. Cuppace. Yes, sir. 

The Cnatrman. All right. 

Mr. Bianprorp. Now, Mr. Chairman—— 

The Cuairman. That is 100 percent of the output. 

Mr. Buanprorp. That is the amount that will be available on the 
open market. but I believe your contract commitment is that a major 
portion will be available to small business ? 

Mr. Cuppace. If I might enlarge on that. 

The Cuatrman. All right. 

Mr. Cuppace. Although we plan to make over 20 types of rubber 
polymers, it will be necessary in order to meet the needs of our custo- 
mers to make some trades with other plant owners. But except for 
such trades, we do not plan to sell any rubber to the Big Four. 

Mr. Bianprorp. Now, what do you interpret major portions? Do 
you interpret that to be a firm commitment for in excess of, let us say, 
70 percent / 

Mr. Cuspace. We do expect to sell about 30 percent of our estimated 
output to the small companies who are participating in American 
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Synthetic and Copolymer Corp. The balance, 70 percent, will be sold 
to the nonintegrated companies; that is, companies that will not own 
an interest ina 1 copolymer plant. 

The Cuarrman. How many tons would the nonintegrated be, then ? 

Mr. BLanprorp. Seventy percent. 

Mr. Cureace. Forty thousand. 

The Cuamman. That is the figure we want to add, then, instead of 
57,000. 

Mr. Buanprorp. Yes, sir; that is the figure, 40,000 tons, which would 
be available for small business. 

The CuatrmMan. That is right, 40,000 tons. 

Mr. Durnam. No, 70 

Mr. Buanprorp. It would be 70 percent. 

Mr. Suorr. I understand that 30 percent goes to small business and 
70 percent goes to the nonintegrated companies. Isn’t that what you 
said a minute ago? 

Mr. Cussace. Thirty percent we hope to sell. 

The Cuarrman. That is right. 

Mr. Cuspace. To the small business enterprises that are in the 
American Synthetic and Copolymer Corp. 

Mr. Buanprorp. Which are plant purchasers, Mr. Short. So they 
would not be considered small business enterprises. 

The Cuaran. That is right. 

Mr. Ruanprorp. Under the law in this respect. 

Mr. Cuppace. I understand. 

Mr. Suorr. I wanted to get that clear. Fine. 

Mr. Bianprorp. So we can say that for the purposes of production 
of Phillips, we can say that 40,000 tons will be available to noninte- 
grated units or small business, according to your definition ? 

Mr. Cvnrnace. To be exact, 40,320 long tons. 

The Cratrman. 40,320 long tons. 

Mr. Smarr. Yes. 

The Cnatrman. All right. 

Mr. Minier. Mr. Chairman. 

The CrarrMan. Yes, sir; Mr. Miller. 

Mr. Mitter. I would like to get this straight for my own infor- 
mation : 

Forty thousand tons will be available, then, to those small businesses 
as defined in 7 (h) of the act ? 

Mr. Cunsace. Yes. If I understood your question correctly, that is 
right. 

Mr. Miiirr. Forty thousand tons, then—or I should say under 
21 (h)of the act, definitely to small business. Forty thousand tons 
will then be available to those companies defined as small business 
under section 21 (h) of thea ct. 

Mr. Cuspace. I am not positive what that definition means, but in 
my mind 40,320 tons of our rubber will be available to small business 
enterpises. 

Mr. Minier. Now, then, you know what we are striving for—were 
you here yesterday ? 

Mr. Cuspace. No, sir; I was not here yesterday. 

Mr. Miuuer. I think, Mr. Chairman, maybe the gentleman should 
be advised about this thing, because I am not satisfied, and he is sat- 
isfied that you can credit 40,000 tons to small business from Phillips. 
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The Cuarrman. Well, Mr. Miller, the witness testified that he will 
produce so many long tons at his plant. Bear in mind at the outset 
that Philipps is not a fabricator. He is going to manufacture 57,000 
Jong tons a year, as I understood it. 

Mr. Cuppace. (Nods.) 

The Cuatrrman. All right. All of that is available for the trade. 
A portion of that, will go to other purchasers of copolymer plants. 

Mr. Durnam. Thirty percent. 

The Cuatrma.n Thirty percent. Then the remainder will go to 
what we classify in the act, by the definitions we put in the act, as 
small business, which is 40,300 tons. 

Is that correct ? 

Mr. Cussace. That is correct, Mr. Chairman. 

The Cuarrman. That is the case. 

Mr. Miniter. Mr. Chairman, just a minute ago he answered me to the 
contrary. And I am struck with the fact that they are coming in with 
40,000 when we have had other companies in the rubber business who 
have come in and said that 4,000—we have never had anyone ever say 
more than 20 percent. 

The CuarrMan. Well, yousee, Mr. Miller— 

Mr. Mitier. That is the thing I wanted, I just want to keep straight 
in my mind. 

The CuHatrMan. Well, you are losing sight of the fact that the 
purchasers of all copolymer plants up to this hour have been fabri- 
cators of part of their GR-S and, therefore, after they got their por- 
tion of their production and fabricated a certain percent of it, then 
that left a certain percent that would go to other fabricators, which 
we classify as small business people. 

Now, this is a concern that doesn’t fabricate. It merely produces 
GR-S, and the total output of its plant must be sold somewhere. So 
they are going to sell to two kinds of customers; they are going to 
sell to others who purchased copolymer plants, 30 percent, and then 
the 70 percent, or 40,000, is available to small business concerns. 

Now, that is correct, isn’t it / 

Mr. Cuspace. That is a correct statement, Mr. Chairman. 

Mr. Harpy. Mr. Chairman, could I ask just one question ? 

The CHairMan. Yes, sir. 

Mr. Harpy. I have been worried about discrimination against big 
business. Where are they going to get some / 

The Cuarman. Big business will get some from their own plants. 

Mr. Price. They have all the plants. 

The CuarrmMan. All right, ask the next question. 

Mr. Bianprorp. In the sales contract covering this facility you as- 
sume an obligation to make available a percentage of your production 
to small business users. Do you consider this obligation to be a legal 
obligation which is enforcible in the courts by small business users, 
or on their behalf ? 

Mr. Cuppace. We consider the contract to impose a legal obligation 
which would be enforcible in the courts by the Government. 

Mr. Bianprorp. Do you have any firm plans for the expansion of 
the capacity of the copolymer facility which you propose to purchase ? 

Mr. Cuspace. We do not have any firm plans for the expansion 
of those facilities. 
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Mr. Buanprorp. At what price do you propose to sell inventory 
GR-S ¢ 

Mr. Cussace. We have been out in the open market trying to sell 
the output of our plant since January 1954. Being without a captive 
market, we knew that we had to make these sales. As early as April 
1954, we had contacted some 225 rubber fabricators in 17 or 18 States. 

At that time, taking all the economic factors we could muster into 
consideration, we set a price of 25 cents a pound, rubber delivered in 
the fabricator’s plant. 

Mr. Buanprorp. Delivered price of 25 cents. Now, what do you 
propose to sell the inventory on hand at the time you take possession 
of the plant ¢ 

Mr. Cussace. We propose to sell the inventory under the contracts 
we have at our contract price. 

The CHarrmMan. What would be your price 

Mr. Durnam. What is vour contract price now / 

Mr. Cunsace. Twenty-five cents a pound delivered. 

The Cuarmman. What would be your f. o. b. price? 

Mr. Cuspace. The average freight is around a cent and a half on 
the product that we will move. The plant net will be in the order 
of 231% cents. 

The Cuatrman. Then that is in line with what the other copolymer 
purchasers have said. The copolymer purchasers have set f. 0. b. 23 
cents, as a rule. 

Mr. Cuppace. Yes, sir. 

The CuarrMan. Youareinline. Go ahead. 

Mr. Bianprorp. One question more: What effect would a decrease 
in supply of natural rubber or an increase in the price of natural rub- 
ber have on your planned selling price of GR-S ¢ 

Mr. Cuspace. The contracts we have are for periods of 1 year to 
5 years. Nothing can affect our price except the escalator on labor. 

Mr. Duruam. Wait just a minute. 

How much rubber have you under contract for 1 year and how 
much rubber have you under contract for 5 years ? 

Mr. Cussace. I can’t specifically answer that question. We have 
contracts that have been executed. We have contracts that are in the 
final stages of negotiation. We also have some options out that have 
not yet been acted upon by the purchaser. 

Mr. Durnam. But if you did make a contract as of today you would 
have to make it on a 5-year contract, for instance, and you ,would 
have to make it on the basis of 25-cent price rubber ? 

The CuatrMan. Delivered. 

Mr. DurHam. Delivered, from your statement. 

Mr. Cuppace. Except for the escalator, price is set. 

Mr. DurHam Except what? 

Mr. Cuspace. Except for the escalators, the price is set, which are 
the index of the industry on labor, the commodities, raw material 
supplies. 

Mr. DurHam. You have those in your contract. You have escalator 
clauses in your contract ? 

Mr. Cuppace. Yes. 

Mr. Durwam. On labor and what else # 

Mr. Cuppace. On the long-term 5-year contract, yes. 

The Cuarrman. What are the escalator factors? Labor? 
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Mr. Cuspace. Labor is one factor. Commodities is the second 
factor. And raw material supply is the third factor. 

The Cuarrman. Thank you very much, Mr. Cubbage. 

Now, members of the committee, according to the blackboard, that 
makes 132,000 long tons available up to date for the small-business 
people. 

Now, Mr. Yates in his very fine statement before the committee, 
said that he concluded there could only be 88,000 tons. The small 
business has been using approximately 127,000 annually. 

Now, the next witness is Mr.—is the Shell C orp., Mr. McCurdy. 

Now, Mr. McCurdy, what capacity do you occupy in the Shell Corp. ? 

Mr. McCurpy. I am president of Shell Chemical Corp., Mr. Chair- 
man. 

The Cuarmman. This is the plant that you bought as a package on 
the west coast ? 

Mr. McCurpy. Yes, sir. 

The CHairman. Now, you bought the copolymer plant, a styrene 
plant, and a butadiene plant ? 

Mr. McCurpy. Correct. 

The CuatrmMan. And you paid $30 million for it ? 

Mr. McCurpy. Yes, sir. 

The CHairman. And you only bid as a package instead of on each 
individual plant ? 

Mr. McCurpy. Correct. 

The Cuatrman. Now, I have read your testimony over in the Senate. 
But if you want to make any comments, because there is a resolution 
going to this very method of your business here—do you want to make 
any comment in regard to why you did as you did ? 

Mr. McCurpy. I would like to do that, Mr. Chairman. 

The CuarrmMan. All right. 

Now, I think this is very pertinent, for you to doso. 

Mr. McCurpy. Thank you. 

The Cuarrman. Goright ahead, Mr. McCurdy. 

Mr. McCurpy. Mr. Chairman and members of the committee, Shell 
Chemical Corp. has contracted to buy Plancors 611, 929, and 963, 
located adjacent to one another at Los Angeles. They produce respec- 
tively rubber, styrene, and butadiene. 

The Cuamman. Talk just a little bit louder, please, sir. 

Mr. McCurpy. They produce respectively rubber, styrene, and 
butadiene. 

‘These three units are in a unique situation in that there is no other 
similar combination in existence, nor is there a comparable market- 
ing problem. Their integration is economic, operational, and in part 
physical. 

Taken together, they can form an economically healthy industrial 
plant. Separated, one only is sound, while the other two become of 
doubtful value, either to the purchaser, or to this program as a com- 
petitive force. 

Plancor 611 is the only copolymer operation in California, and it 
presents some problems for its operator. The great bulk of the GR 
rubber consumed in the West is used by companies participating in 
this program, who will themselves hereafter be making GR-S rubber. 

All the rest of the western GR-S demand combined is equivalent to 
only about one-sixth of the rubber-making capacity of Plancor 611. 
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The operator of Plancor 611 faces, therefore, a difficult situation in 
regard to the bulk of his production. He can ship it East, at a serious 
freight handicap; or he must get the large western users to buy con- 
siderable GR-S rubber from him instead of using GR-S of their own 
manufacture, or both. If he does not succeed in this, he will have an 
unprofitable operation. 

It is probable that he will succeed when the fluctuating rubber 
market is in its high phases. How he will make a go of it in the lean 
periods is his main problem. The problem extends to Plancor 963, 
which is dependent on 611 for an outlet for its butadiene. If these 
two units can be disposed of in a manner that is most likely to permit 
the opel rator to maintain, through lean periods, a good experienced 
working force, then these plants can have value, their competitive 
strength will be increased, and the objectives of the disposal law will 
be best met in our view. 

A common-sense solution to this sort of problem is to combine the 
fluctuating operations either with a stable one or at least with one that 
fluctuates in a different manner. The opportunity to do so in this case 
is afforded by Plancor 929. Styrene is used for other purposes not 
connected with rubber. Moreover, since the styrene operation makes 
considerably more styrene than the copolymer plant needs the state 
of business enjoyed by the styrene operation is not determined by the 
fortunes of the copolymer operation. 

Even in the case of butadiene, we may in the future see nonrubber 
uses develop, thus allowing that unit a greater degree of stability 
later on. 

In short, it is likely that the three different operations, run together, 
will in the long run afford the operator a reasonable chance to take 
the ups and downs m stride, and to compete on better terms with more 
fortunately situs ited plants. 

Believing this to be the solution to the California problem, Shell 
Chemical submits that in its opinion somebody should take the plunge 
and buy all three of these units, in the best interests of the disposal 
law. Feeling this way, it could not associate itself with the purchase 
of any ps rt of this complex, only the whole. 

Shell Chemical’s proposal was in accord with this philosophy. It 
decided how much it would offer for the complex as a whole and did 
not arrive at the amount by summing up figures for the individual 
parts. It bid initially $27 million, planning to take its chances in 
the market and asking no guaranteed offtake as a condition of sale. 
Neither did it have, before signing a firm contract to buy the Plancors, 
any contracts, private commitments, or understanding for the sale of 
rubber. 

The Disposal Commission’s report to Congress, p. 28, has the follow- 
ing to say: 

Shell’s package price (of $27 million) represented the highest aggregate 
amount offered to the Commission for the three plants. The Commission nego- 
tiated with other companies that filed proposals on these plants, and in subse- 
quent negotiations Shell raised its price. Its package proposal still represents 
the greatest aggregate return to the Government for the three plants. The 
final negotiated figure with Shell meets the Commission’s ideas on full fair value 
for the facilities concerned. 

In the negotiating period, the figure was eventually raised to $30 
million. 
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Shell, in this unique situation, did not break down its offer into 
three parts because these figures in this case would have of necessity 
been arbitrary, empty of meaning, possibly misleadjng to the Com- 
mission, and not indicative of prices proposed to be paid. It was, 
moreover, unnecessary in the opinion of our counsel to do so, which 
opinion has been confirmed by the opinions of the Commission, of the 
Comptroller General, and of Mr. Courtney. 

As to the negotiating procedure itself, and the methods used by the 
Commission to secure equitable treatment of all bidders, the committee 
will get this first-hand. However, the following quotation from their 
testimony before the Senate Banking and Currency Committee (p. 
21) is indicative. 

The Commission’s idea of an appropriate price was set as a negotiating target. 
Therefore, any breakdown by Shell would have had no effect on the position of 
other West Coast bidders. With no breakdown, the Commission followed its 
standard procedure. A breakdown would have made no difference. The Com- 
mission would have followed the same procedure. 

In conclusion, we believe that the philosophy of the congressional 
review under the act has nowhere been better stated than in House 
Report No. 593 in these words: 

* * * it is not intended that this section will create a forum for rejected 
bidders to air their complaints * * *. If either House is of the opinion that 
national security will be endangered, or full fair value will not be received, or a 
competitive pattern will not be created, it can reject the proposed sales * * * 

I would like to add one more remark, Mr. Chairman, and that is that 
it was mentioned the other day in these hearings that the Standard of 
California had broken down their bid and therefore why couldn’t 
Shell. 

There was a basic difference in our bid and the Standard of Cali- 
fornia’s bid which accounts for that difference, and that is that the 
Standard of California put in that they would not pay those amounts 
until and unless they had an assured market for rubber, and we did 
not, and that makes the difference. 

The CuarrMan. Now, there is one in your statement, on page 3, that 
I want you to elaborate on, and also the Commission, You say: 

* * * planning to take its chance in the market and asking no guaranteed off- 
take as a condition of sale. 

Now, why does that appear in your statement? Was any bid sub- 
mitted for any 1 of these 3 facilities, carrying with it the thought that 
I have just quoted from you? 

Mr. McCurpy. You mean did people bid, asking a guaranteed 
market ? 

The CHatrMAn. Yes, sir. 

Mr. McCurpy. Yes, sir, they certainly did. 

The Cnatrman. All right. 

So therefore your bid carried no guaranteed market ? 

Mr. McCurpy. No,sir. Lasked no guarantee. 

The Cuarrman. You were to take your chances? 

Mr. McCurpy. I would take my chances. 

The Cuatrman. All right. 

Now, what company—and you got this information, no doubt, dur- 
ing the negotiation—offered to the Commission that they would only 
buy or would offer to buy if there was a:guaranteed market for part 
of the GR-S production? 
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Mr. McCurpy. Mr. Chairman, the Standard of California put that 
in their bid, and as I understand it from the Commission’s testimony, 
never removed it during the negotiating period. 

The Cuarrman. Now, I want to develop that fully later on with Mr. 
Pettibone. 

Mr. McCurpy. Yes. 

The CuargRMan. But in view of the fact that it was in your state- 
ment, I wanted to ask you. 

Mr. McCurpy. I think the Commission is the authority for this, Mr. 
Chairman, because I don’t know what went on with any other bidders. 
The Cuatrman. All right. 

Mr. Duruam. Then you are telling this committee at the present time 
that you have no contracts whatever for the end product of these 
plants ? 

Mr. McCurpy. I had no contracts whatever at the time I signed firm 
to buy these plants, none at all. 

Mr. Price. Mr. Chairman—— 

The Cuatrman. You lose sight of what I was driving at, Mr. 
Durham. I was driving at this: That one of the conditions of some 
of these bidders, was that the Commission must guarantee that the end 
product would be sold. 

Mr. McCurpy. That is right. 

Mr. Durnam. I understand that, Mr. Chairman. He has just taken 
more of a chance than the other man. 

The CHarrMan. That is right. 

Mr. Durnam. The other man wants the Government to guarantee 
the end product or end product price or the sale of it. 

Mr. McCurpy. Yes, sir. I was only——- 

Mr. Durnam. Here you come in here and tell this committee you 
are willing to take a chance. 

Mr. McCurpy. That is right. I was only explaining the point. I 
believe it was Mr. Blalock who brought up the question the other day: 
Why is Shell different from everybody else. Well, we are different 
from the other people in California for this reason, I think. 

The Cuarrman. Now, members of the committee 

Mr. Suorr. Mr. Chairman, let me ask a question. 

The CHarrMan. Right on this point ? 

Mr. Suorr. It is your strong feeling and firm conviction that these 
three plants should be considered as a unit ? 

Mr. McCurpy. Yes, sir. 

Mr. Suorr. And that the Government could receive much more 
money for them by a joint sale than if sold separately / 

Mr. McCurpy. Yes, sir. 

Mr. Suorr. If you would go out to purchase an automobile, you 
wouldn’t want to buy one without a radiator or without a battery or 
without a gas tank. You would want a complete machine, one that 
would function and operate efficiently. 

Mr. McCurpy. Certainly. 

Mr. Suorr. And that is the chief reason that you gave for tl:e bid 
on the three plants that dovetail or so interlock and intertwine that 
it would give some stability to your production over a reasonable 
period of time? 

Mr. McCurpy. That is my belief. The styrene plant will allow me 
to keep an additional working force together when the other plants 
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are in trouble. That is the operator’s problem in this case. It has 
been recognized by everybody who studied California. 

The Cuatrman. All right. 

Now, Mr. Blandford, read the questions to the witness—— 

Mr. Price. Mr. Chairman. 

The CHarrMan. Yes, sir. 

Mr. Price. I have a few questions. 

The CHairMan. All right, go ahead. 

Mr. Price. You state that you have no guaranteed markets. Don’t 
you have some arrangement with—and doesn’t Shell Oil have some 
arrangements with some big rubber manufacturers / 

Mr. McCurpy. Yes, we do, sir. We have arrangements with Good- 
year and Firestone. 

Mr. Price. What guaranty do we have that we don’t have a guar- 
anteed market there / 

Mr. McCurpy. Well, I can explain it to you this way: Goodyear 
and Firestone pay us a commission. Our salesmen go and endeavor 
to persuade service stations to buy these tires, and I say “endeavor to 
persuade” because it is exactly what they do. They get a commis- 
sion; that is, Shell Oil gets a commission for doing that. It saves the 
salesmen of Firestone and Goodyear from going around to these serv- 
ice stations. 

It seems to me that the best answer to your question is this: If they 
are making us an unjustified payment for doing that, I can’t see how 
that helps us to sell rubber to them. 

Mr. Price. Will Shell permit the average operator of a station to 
handle any tire besides Firestone and Goodyear ¢ 

Mr. McCurpy. Other salesmen come around, sir, and we made 
many spot checks on them. There is a surprising amount of other 
companies’ tires sold in those service stations. In many spot checks, 
it is actually around half and half. 

Mr. Price. I would say if there were any at all sold, it would be 
the surprise of my life. I have had some complaints from dealers 
throughout the country on this particular phase of the operation. 

Mr. McCurpy. Well, all I can say is that if this is an unjustified 
charge that we are making, I don’t see how it helps to sell rubber. 
Moreover, all four of the larger tire companies are the people we have 
to sell to out there. 

Mr. Price. I am not asking whether it is justified. I am just asking 
you if you have a guaranteed market. I think you have a guaranteed 
market. 

Mr. McCurpy. If this means anything, then I am out of luck, be- 
cause although I have 2 of them, I have lost the other 2, and I need 
to sell to all 4 to get along. 

Mr. Doyie. Mr. Chairman. 

The Cuairman. Mr. Doyle. 

Mr. Doyite. Mr. McCurdy, when did you consult your legal counsel 
with reference to whether or not one package bid would be in accord- 
ance with the disposal program / 

Mr. McCurpy. It was some time before May 27 of last year, be- 
cause that was the day we bid. 

Mr. Dorie. What was the date of the bid ? 

Mr. McCurpy. All bids were May 27 of last year. 

Mr. Dorie. Now, your first bid then was in a one-package deal ? 
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Mr. McCurpy. Yes, sir. 

Mr. Doyie. And then the Commission called you in, did it not? 

Mr. McCurpy. They did. 

Mr. Doyie. And what did the Commission tell you about your one- 
package bid ? 

Mr. McCurpy. ‘They asked us to break our bid.down. I believe 
that the Commission thought that we had indeed formed this bid. by 
adding up three numbers and they said in effect : “Look, tell us what 
these numbers are,” and we said, “There are no numbers.” They 
didn’t believe me, I am quite sure. 

Mr. Dorie. Well, the document showed there were no numbers, 
didn’t it, on its face? The Commission had your bid before it. It 
showed that there were no figures except a total bid, didn’t it? 

Mr. McCurpy. It did, that is right. 

Mr. Doyrr. You mean, then, when the Commission called you in, 
they hadn’t noticed that, is that correct ? 

Mr. McCurpy. Of course they noticed it. They wanted me to 
break it down. 

Mr. Dorie. Well, did you break it down ? 

Mr. McCurpy. No. 

Mr. Doyte. They told you, then, that they wanted you to break it 
down. They told you why, didn’t they ? 

Mr. McCurpy. Yes. 

Mr. Dorie. What did they tell you? 

Mr. McCurpy. They told me it would be helpful if these figures 
could be broken down, and as I say, I think that they thought that the 
figures would mean something. 

Mr. Doyie. Well, they not only told you it would be helpful if you 
would break the figures down, but they told you that is what the law 
required, didn’t they, - they showed you the section of the law? 

Mr. McCurpy. No; I don’t believe that that is correct. 

Mr. Dorie. Well, they told you, though, didn’t they ? 

Mr. McCurpy. They told me that it would be helpful, but on the 
understanding that the figures would mean something. 

Mr. Doyix. Well, did they tell you why it would be helpful? 

Mr. McCurpy. I don’t remember that they told me why. 

Mr. Dorie. You don’t remember ? 

Mr. McCurpy. No. 

Mr. Dorie. Well, that was the issue, wasn’t it, for which you went 
to conference with them ? 

Mr. McCurpy. It could only be helpful, sir, if the figures had a 
meaning. 

Mr. Dorie. You understand my question? Why did they tell you 
:t would helpful to their problem for you to break down the bid ? 

Mr. McCurpy. Because I feel that they thought that I had made 
the bid by adding up three figures, and they wanted to know what 
those figures were. 

Mr. Doyte. I don’t make my question clear, apparently. I am not 
asking you what they thought. I am asking you what they told you. 
Why did they tell you it would be helpful for them to break down 
your bid? 

Mr. McCurpy. I don’t know, actually, that they did telhmett weuld 
be helpful. They just asked me to break it down. 
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Mr. Doyrx. A minute ago you said they told you it would be helpful. 

Mr. McCurpy. This went on almost’a year ago, sir, and I don’t 
remember. I had no idea that this would come about at that time. 

Mr. Dorie. Now—vwell, when they called you into conference then 
on the first time, was that on the subject only of your breaking down 
your bid? 

Mr.'Mc@urpy. Oh,no. They called us in and they got a great deal 
of information on costs and all sorts of data on the running of the 
plants. 

Mr. Doyie. Well, did they talk with you on the first occasion about 
raising your bid, the one-package bid ? 

Mr. McCurpy. Onraising the bid? No. 

Mr. Doyir. Well, when did they talk with you about raising your 
bid to $30 million from $27 million ? 

Mr. McCurpy. Why did they ? 

Mr. Dorie. When did they / 

Mr. McCurpy. When? As I recall, it was about the latter part of 
October. 

Mr. Doytr. October of last year ? 

Mr. McCurpy. Yes. 

Mr. Doyte. Had you offered to raise it to $30 million from $27 
million before they called you in and asked you if you would raise it? 

Mr. McCurpy. No. 

Mr. Doyir. What did they tell you the reason was why they wanted 
you to raise your bid to $30 million ? 

Mr. McCurpy. They told me that if I would raise my bid to $30 
million, I would have met their target of full fair value. 

The Cuarrman. Now 

Mr. Dorie. Now, Mr. Chairman, may I just have a couple of more 
questions, please 

The CHarrMan. Yes, sir. 

Mr. Doyter. Because this goes to the very essence of my resolution, 
which is pending before this committee. 

I call your attention to your proposal to bid, Mr. McCurdy, with 
reference to Plancor 929. That is the styrene plant. And you will 
remember that according to the language there, you stated that any 
production not sold or not consumed by yourself would be offered 
equally to large consumers and small-business enterprises alike. Have 
you any way to inform this committee accur ately for the purpose of a 
warranty as to what amounts, if any, of styrene product would be 
offered to small business ? 

Mr. McCurpy. You are talking about styrene now ? 

Mr. Dorie. Yes. You made a commitment here on page 209 of the 
Commission’s report, under subdivision 2, and you said: 

Any production not so sold or consumed will be sold on terms offered equally 
to large consumers and small business alike. 

Now, assuming you intended that for a warranty on which small 
business could rely or can rely in good faith, what amount of styrene 

or what quantity will you warrant to this committee would be offered 
by you to small business? 

Mr. McCurpy. Now, let’s first be clear about what our commitments 
areonstyrene. Styrene, as you probably know, is one of the principal 
ingredients in synthetic rubber and it is needed by all the copolymer 
plants in this program. 
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Now, we took a commitment to give first refusal to that styrene to 
other copolymer users, and the reason that we did that was so that 
this program could not be accused of selling off its styrene plant and 
having no styrene for the rest of the copolymer plants. You must 
choose between the other copolymer operators and small business in 
thiscase. The program, we thought, came first. 

Mr. Doyie. Well, then the fact is that you don’t warrant any quan- 
tity of styrene to small business. That is a fact, isn’t it? 

Mr. McCurpy. I don’t see how I can and satisfy my commitment to 
take care of the other copolymer operators in this program. 

Mr. Doyte. All right. 

Now, let’s take your next representation, Plancor 963. That refers 
to the butadiene product. You say there: 

The purchaser anticipates that the major portion of the butadiene product 
produced at this facility will be consumed in Plancor 611. 

That is another one that you are purporting to buy. 

Additional quantities, when available, will be offered to small business enter- 
prises on the same terms as offered to large businesses. 

Now, what amount of butadiene for the purpose of a positive guar- 
anty and representation by you to this committee will be available to 
small business under that ¢ 

Mr. McCurpy. The butadiene capacity of 963 is not enough to satisfy 
the copolymer capacitor of 611. Consequently, if 611 is successful, it 
will consume all the butadiene of 963. 

Mr. Doyie. All right. 

Mr. McCurpy. Secondly, and very important, butadiene is of no 
interest at all to small business, as far as I know. Its only use is to 
make synthetic rubber. 

Mr. Dorie. I asked you about it because you made the representa- 
tion on your commitment here. 

Mr. McCurpy. Certainly. 

Mr. Doyie. That it would be of some interest to small business. 

Mr. McCurpy. I didn’t say it would be of interest to them. I said 
I would make it available if one of them developed an interest. 

Mr. Doyie. Now, your answer to my question is that you have no 
amount in mind which you could warrant for small business? 

The CuarrmMan. Of butadiene. 

Mr. Dorie. Of butadiene. 

Mr. McCurpy. Not if I—if I can consume it in the copolymer plant, 
that is quite correct. Mind you, the product of the copolymer plant 
gets offered to small business. 

The Cuarman. Because the more butadiene you use, the more 
GR-S you turn out. 

Mr. McCurpy. That is right, certainly. 

Mr. Doy.ie. I understand that. 

Now, let’s take Plancor 611. That is your third representation. 
What amount of GR-S would you guarantee and warrant to this 
committee and to the United States Congress that you will make 
available to small business? 

Mr. McCurpy. Our commitment under this contract, to paraphrase 
it, is to flood the whole western part of the United States with rubber, 
and we have about half again as much capacity as would be required 
to do that. So we certainly can flood it, and we are flooding it. 
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We have already sold and are negotiating for approximately 18,000 
tons of rubber outside of the 4 big rubber companies. We have sold 
12,400 firm, and we are working on another 5,600 now. 

That is the result of a campaign that started quite a while ago. We 
sent out a sales force and we located all of the rubber fabricators that 
we could find, and we turned up 190 of them, more or less. 

On the 27th of January this year we wrote them all a letter and we 
told them we wanted their business; that our price would be 23 cents, 
and they wouldn’t be charged an artificial freight like the Government 
has been charging them, and we would be around to see them. 

Well, we went ‘around to see them. And we have sold, so far, 12.400 
tons, and we have another 5,600 tons in the slips. 

Now, of that 18,000 tons, approximately 9,000 of that is directed at 
people who are not buying copolymer plants at all, and the second 
9,000 is with people who are participating in either the Kentucky 
Synthetic or the Copolymer Corp., which, as you know, are a group 
of people under this program. I don’t know exactly where you put 
that particular 9,000 in this table. 

The CHarman. Well 

Mr. Doyrte. May I ask one more question, Mr. Chairman ? 

Mr. McCurpy. I have some more rubber yet. 

The CHatrMan. Let’s get the rubber. 

Mr. McCurpy. I can continue? 

The CuarrmMan. Have you another question, Mr. Doyle / 

Mr. Dorie. One more question. 

Reverting to my former question about when you conferred with 
the counsel on whether or not the one-package bid would, in his judg- 
ment, be valid, I understand then that when you read the offers to bid 
or the release No. 1 and release No. 2, both of whic h liscussed the con- 
ditions of bidding on each of the facilities, when you read that, then 
you went to your counsel to see if you could bid in one package, instead 
of in accordance with the releases Nos. 1 and 2, is that correct 4 

Mr. McCurpy. You are asking me did I go to the counsel and talk 
it over with him ? 

Mr. Dorie. Yes: and ask his opinion whether or not a one-package 
bid would be valid ¢ 

Mr. McCurpy. Sure. 

Mr. Doytr. That is all. 

The CHamrmMan. Now, thank you, Mr. McCurdy. 

Now, Mr. Blandford. 

Mr. BLanprorp. Yes, sir. 

The CuarrmMan. Read these questions to the witness now and let’s 
get a direct answer on each one of these questions. 

Mr. Bianprorp. Assuming the most favorable conditions, what do 
you estimate to be the maximum capacity, or assigned annual capacity 
of GR-S rubber, expressed in long tons which you could produce an- 
nually in the copolyme r plant whic Th you propose to buy ? 

Mr. McCurpy. 89,000. 

The CuHatrmMan. 89,000. 

Mr. BLanprorp. Long tons net ? 

Mr. McCurpy. Yes. 

Mr. Bianprorp. How many long tons of GR-S did this facility 
produce in 1954? 

Mr. McCurpy. 37,467. 
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Mr. Branprorp. What has been its average production over the last 
4 fiscal years? 

Mr. McCurpy. 52,800. 

Mr. Buanprorp. Is it correct to assume that you could operate at 
maximum capacity for any extended period of time without doing 
irrevocable damage to the facility 4 

Mr. McCurpy. I believe it is, although I have never operated a 
copolymer plant. 

Mr. Bianprorp. Assuming you get the facility, how many long tons 
of GR-S rubber do you plan to produce annually ¢ 

Mr. McCurpy. As much as we can sell. 

Mr. Smarr. Up to $9,000 tons 4 

Mr. McCurpy. Yes, and if we can sell more than that, I presume we 
will go ahead in the business. 

The Cuatrman. I didn’t catch his answer. 

Mr. McCurpy. As much as we can sell. 

Mr. Smarr. He said up to 89,000 tons, the capacity of the plant. 

Mr. Price. Mr. Chairman, I didn’t catch his answer to the ques- 
tion, about how long-—what period of time he thought he could op- 
erate this plant at maximum capacity without harm or endangering 
the plant. 

Mr. McCurpy. I have taken the national-security clause in which 
I guaranteed the Government that I will keep this at 89,000 tons, 
which indicates to me that it has been so capable of producing 89,000 
tons. 

Mr. Price. Of course, you and your engineers know you can’t do 
it for any long period of time ¢ 

Mr. McCurpy. The Government has sold it to me under the repre- 
sentation that it will produce 89,000 tons. 

The Cuatrman. All right. Go ahead. What is the question num- 
ber—b5 ¢ 

Mr. Buanproi.. Six. 

Section 21 (hi) of the act defines the term “small-business enter- 
prise” as an enterprise independently owned and operated which is 
not dominant in its field of operation, due regard being given to the 
number of its employees and dollar volume of business. Do you agree 
that this would exclude a subsidiary company of a purchaser of a 
copolymer facility from participating in the share of GR-S to be 
made available to small business ¢ 

Mr. McCurpy. Yes: it would. 

Mr. Buanprorp. What percentage of your planned production, ex- 
pressed in long tons, do you intend to make available to small business 
ona continuing basis ¢ 

Mr. McCurpy. We have already discussed this. In the first place, 
we are not fabricators or users of rubber; we are not fabricators of 
rubber at all. As I said a moment ago, we have already sold 12,400 
tons and we are trying for another 5,600, making 18,000, of which 
9,000 is expected to be from people not participating in this disposal 
program, and the other 9,000 from people partic!pating in she d:.- 
posal program through Kentucky—American Synthetic & Copolymer 
Corp., but not the 4 large rubber companies. 

Now, I also, as I explained in my statement, have to sell to the large 
rubber companies out there to get along. That is their natural—that 
is the natural market for this plant. 
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Mr. Duruam. What percentage of production of your plant have 
you already sold at the present time? Can you figure that out / 

Mr. McCurpy. It depends on what we mean by “sold.” Now, this 
figure of 18,000 that I am giving you is something that we have sold 
for the remainder of this year; that is, f am assuming I get that 
other 5,600. 

Now, as far as the large rubber companies are concerned, you heard 
them yesterday, and we have all kinds of sporadic orders. We have 
one of them which will buy from us for the rest of the year and one 
of them that has placed a 3-month order, and one of them that has 
placed a 1-month’s order. I do not know what they are going to do. 

Now, after I satisfy their requirements of what they may take, I 
um quite sure that I would have another 10,000 tons anyhow left 
over above all those hinge, t that I could try to go east with. 

The CHarrman. Well— 

Mr. Durnam. Well, tom. your statement I assume you have already 
gone out and contacted small business. 

Mr. McCurpy. I certainly have. I would like to put a list of 190 
of them here in the committee, if they would like to have them. 

The CuarrmMan. You needn't put that in the record. 

Mr. Price. Mr. Chairman—— 

The CHarrMAN. One minute. 

Mr. Price. On that particular point, while he is on the subject, Have 
you also contacted the United States Rubber and Goodyear and Fire- 
stone ¢ 

Mr. McCurpy. Certainly. 

The CHairman. Oh, yes. 

Mr. McCurpy. Certainly. 

Mr. Price. Do you have any arrangement with them for 

Mr. McCurpy. I have the arrangements that they described here 
yesterday. Ihave an & months’ contract from one of them, a5 months’ 
contract from another one, and a 1 month from another one, and we 
are talking to a fourth one. 

Mr. Price. Do these arrangements in any way tie in with your pur- 
chase from them for tires / 

Mr. McCurpy. No. The longest one we have is United States Rub- 
ber, which is the one we have no tire arrangement with at all. 

The CuatrmMan. Now, as to your list of customers there 

Mr. Durnam. Small business. 

The Cuatrman. Put that in the—file it with the committee. 

Mr. Brooks. Mr. Chairman. 

The Cuarrman. Yes. Bring it here. I must get a little more posi- 
tive answer to question 7. 

Mr. Brooks. I want to see the list. 

Mr. McCurpy. May 1 ask—do you waht me to include the 
amounts 

The CuairmMaAn. Here is what I want you to do. 

Mr. McCurpy. All right. 

The CHarrMAN. I want you to answer this frankly, and I want you 
to get your commitment—your warranty, as you term it, that is in 
your contract to purchase. Have you that before you / 

Mr. McCurpy. I know what it is. 

The CHarrmMan. Your warranty. 

Mr. McCurpy. Yes. 
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The Cuamman. Then read it into the record, right there. 

Mr. McCurpy. Now, I haven't it in front of me. 

The CHatrman. All right. Then let’s get it in; it is in the book, 
isn’t it? 

Mr. McCurpy. I hope somebody has it. 

The Cuarrman. Mr. Blandford, isn’t it in the book ‘ 

Mr. BLanprorp. Yes, sir. 

The CuHarrman. Read it in the record now what he says. Let’s get 
it straight, as we have done with the others. What is Shell’s com- 
mitment ¢ 

Mr. Bianprorp. I think I better find this contract. 

The CHarrman. All right. What page is that on, the commitment, 
in the contract ¢ 

Mr. Buanprorp. Mr. Chairman, may I read from the actual con- 
tract ? 

The CuHarrman. All right. 

Mr. BLanprorp (reading) : 

The purchaser proposes to offer the entire production of general-purpose syn- 
thetic rubber produced at Plancor 611 to consumers in the marketing area west of 
the Rocky Mountains on both contract and spot-sales basis. Excess production 
will be offered outside of the trade area. Contract coverage will be offered to 
small-business enterprises in the trade area on the same basis as that offered to 
large consumers, and in effect, small-business enterprises will be offered a per- 
centage of planned production in line with the proportion they represent of the 
total market. 

It is the purchaser’s normal practice to reserve a portion of production to 
cover spot sales to consumers who can’t see their way clear for one reason or 
another to make forward commitments. 

The Cuatrman. All right. 

Now, let’s get it down in percentage and let’s get it in long tons. 

Now, what percentage of your plant do you propose to offer to small 
business / 

Mr. McCurpy. I 

The Cuarrman. Now you have to give us some figures. 

Mr. Smarr. Minimum, 

The Cuarrman. We must get some positive statement here, now. 

Mr. McCurpy. I don’t know how to put a percentage on it. 

The Cuarrman. All right. Then express it in long tons. 

Mr. McCurpy. I think the best figure—now, do you want me to ex- 
clude any participants in this program such as Kentucky Synthetic 
and Copolymer ? 

The CuHarrman. Yes. We are talking about small business now. 
We have already questioned 8 or 9 other copolymer purchasers and 
they have already disclosed what they are going to do. 

Mr. McCurpy. I think the best thing I can do is give you a figure 
of 20,000 tons. 

The Cuarrman. All right. 

Mr. McCurpy. That is a fair estimate of how it will work out. 

Mr. Price. Mr. Chairman, is that based on maximum capacity ? 

The CuarrmMan. What capacity is the 20,000 tons based on? Is it 
based on the 89,000, the maximum, or the average 

Mr. McCurpy. It doesn’t make any difference. We are not worry- 
ing about percentages. We have no reason to allocate production. 
We are just going to sell. 

The Cuarrman. All right. 
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Mr. Buianprorp. 20,000 tons 

Mr. McCurpy. I mean if the big rubber companies don’t buy, then 
that 20,000 can go way up. 

The Cuarrman. But my point is this now: Of course, you can say 
the big rubber companies might take all your output. Therefore, the 
small consumer on the west coast 

Mr. Bares. No. 

Mr. McCurpy. They can’t do that because I have taken the commit- 
ment to saturate the west coast. 

The Craimman, All right. 

Mr. McCurpy. That is what I am going to do. 

The Chatman. All right. Therefore, the west coast, you figure, 
in small business, will require at least 20,000 tons ? 

Mr. McCurpy. No; 9,000 or 10,000 on the west coast. That is my 
guess, 

The Cuatrman. All right. 

Mr. McCurpy. The other 10—— 

The CuairMan. 9,000 or 10,000; all right, on the west coast. 

Mr. McCurpy. The other 10,000 is what I judge would be a reason- 
able figure for surplus that I can ship east before I run into the freight 
barrier. 

The Cuarrman. And meet competition by shipping east ? 

Mr. McCurpy. Yes; that is right. I don’t know what the price is 
going to be. 

The CuarrmMan. Therefore, that makes approximately 20,000 long 
tons. 

Mr. McCurpy. I would say 20,000 long tons. 

The Cuamman. That you will make available out of your plant 
for small business, both west of the Rockies and within your t 
area east of the Rockies. 

Mr. McCurpy. As far as I can go before I begin to lose money. 

The Cnarrman. All right. Ask him the next question now. 

Mr. Buanprorp. Mr. Chairman, may I ask in that connection: As 
I understand the situation with regard to all of plants, the only time 
that the commitment with regard to small business becomes important 
to small business is when you are in a heavy demand period; in other 
words, when you want to operate at capacity ¢ 

Mr. McCurpy. Yes. 

Mr. Bianprorp. Otherwise, when you are not operating at capacity, 
you are trying your best to sell all the rubber you can produce. So the 
commitment you have given to this committee is based upon a capacity 
production and if we reach a point where rubber is in short supply 
and small-business users are unable to get all that they want or think 
they are unable to get ail they want, then you have committed yourself 
by this statement this morning to furnish 20,000 tons annually to 
small business if it can be made available. 

Mr. McCurpy. I understand. 

Mr. Buanprorp. In other words, you can produce it. 

Mr. McCurpy. I understand. And if I don’t have to lose money 
by sending it way East. 

The Cuatrman. All right. 

Now read the next question to him and see how he answers. 

Mr. Branprorp. In the sales contract covering this facility you 
assume an obligation to make available a percentage of your produc- 








rade 








1168 


tion to small-business users. Do you consider this obligation to be 
a legal obligation which is enforceable in the courts by small-business 
users, or on their behalf? 

Mr. McCurpy. I consider it enforceable by the Government. 

Mr. Buanprorp. Do you have any firm plans for the expansion of 
the ‘apacity of the 

Mr. Brooks. Wait, Mr. Blandford. How about a moral obliga- 
tion? Do you feel it is a moral obligation, too? 

Mr. McCurpy. I was only asked how it was enforceable, sir. This 
is the word of Shell Chemical. 

Mr. Brooks. I will ask you: Do you feel like it is a moral obli- 
gation ¢ 

Mr. McCurpy. Certainly. It is a businessman’s obligation. 

Mr. Brooks. To take care of small business out there? 

I am intrigued with your use of the word “blanket” and “flood” and 
all of that on the west coast. Can you flood the west coast / 

Mr. McCurpy. I certainly can. 

Mr. Brooks. With one plant? 

Mr. McCurpy. Yes,sir. That, sir, I assure you, is no problem. 

Mr. Bares. It would be a pleasure. [ Laughter. | 

Mr. McCurpy. That is not the worry in this case. The worry is how 
the thing is going to get along. 

Mr. Brooks. If that is the case, then your problem of taking care of 
smal] business would be at a minimum 4 

Mr. McCurpy. Certainly, it is a minimum, that is right. 

Mr. Bares. That is the idea. 

Mr. Dorie. Mr. Chairman. 

The CHarrman. Mr. Doyle. 

Mr. Doyie. I submit the gentleman’s answer that he looks to it as 
a legal recourse by the Government is not sufficient. It seems to me 
very clearly under this unusual legal situation whatever may develop 
in the future, it may be that small business will be the person entitled 
to go into court against the Shell, if Shell doesn’t keep this warranty. 
And I think, as far as I am concerned, the gentleman ought to be 
willing to commit his corporation to recognize the rights of small 
business as the complaining party if Shell doesn’t keep the percentage 
of supply. Other corporations appearing here have done so. 

The Cuatrman. What is your answer to Mr. Doyle’s suggested 
question ¢ 

Mr. McCurpy. I said I thought the Government could enforce this. 

The Cuatrman. All right. Read the next question—— 

Mr. Miniter. Mr. Chairman. 

The CHarrMan. Yes, sir. 

Mr. Mitier. I am not satisfied and I wish the gentleman would tell 
me if that “if” that he put in here so emph: tically a minute ago still 
stands with respect to small business. 

Now, he used the term “if” and he said “my guess is 10,000 tons.” 
Now, other people have come before us here, ood American com- 
panies, and said they think that this is a moral obligation and accepted 
it as such. But I submit that I think the gentleman hasn’t answered 
that question fully. I would like to pursue it further and give him 
an opportunity to further knock out the “ifs” and knock out the guesses 
and come in with what he feels is a firm commitment. 
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Mr. McCurpy. I didn’t think Mr. Blandford 

Mr. Minter. And not dependent upon “if” and not dependent upon 
guesses. 

Mr. McCurpy. I didn’t think Mr. Blandford left any doubt about 
it in his questions. 

The CHarrmaNn., You go ahead and clear it up in your way. 

Mr. Minter. There is a doubt in my mind. 

Mr. McCourpy. Mr. Blandford asked me if that meant that in a 
period of shortage I would still have 20,000 tons, and I said yes, I 
would. 

Mr. Miuier. The question—you used “if,” if you hadn’t disposed 
of it to big business or you hadn’t disposed of it to your regular 
customers 

Mr. McCurpy. No. 

Mr. Miter. You said, “My guess is 10,000 tons,” and then hedged 
on that supply. Now I would like to know whether those are firn ms, 
und it is not Mr. Blandford. I am trying to satisfy myself, just as 
a member of the committee. I would like to know what your position 
is. 

Mr. McCurpy. The 20,000 tons—at the time I said “if” it was 
necessary for me to make an estimate of this. There is no way to 
calculate it. I made an estimate. I said 20,000 tons. Mr. Blandford 
said, “Will you buy that?” and I said “Yes, I would.” 

Mr. Miter. Let’s get to me and not Mr. Blandford on this thing 
now. 

Mr. McCurpy. All right. 

The Cuairman. All right. Ask him the question direct. Ask him 
any question directly you care to do so, Mr. Miller. 

Mr. Miter. All right. He says “if.” I am trying to find out 
whether the “if” still stands. 

Mr. Bares. What “if”? 

Mr. McCurpy. I don’t understand what the “if” was. 

Mr. Mruer. The “if” was that if you had satisfied your other com- 
mitments, then this tonnage was available to small business as defined 
in the act. 

Mr. McCurpy. I have said that I would make 20,000 tons available. 

The Cuatrman. That is right. 

Mr. Miter. To small business, as defined in the act, now they get 
a first priority on that 20,000 tons. It is not subject to being overage 
because you can’t sell to big business; is that correct? Am I correct 
in assuming that? 

Mr. McCurpy. You mean 

Mr. Miuier. Now answer me, please. We can’t get a shake of the 
head on the machine. 

Mr. McCurpy. I know that. You may assume that there is ample 

‘apacity in this plant to do that. 

Mr. Mixer. I am not concened with ample capacity of the plant. 
I want to know if small business, as defined in the act, has the priority 
on 20,000 tons of rubber, long tons of rubber, on its own right and 
not as a matter of refusal of big business to do business with you. 

Mr. Bares. Mr. Chairman 

The Cuarrman. Wait 1 minute. Let him answer the question. 

Mr. Miturr. He hasn’t answered my question. 
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The Cuarrman. Wait 1 minute. Everybody be quiet. 

Answer the question, Mr. Witness. 

Mr. McCurpy. Yes, it has. 

Mr. Miter. That is all. 

The Cuatrman. All right. 

Mr. Bianprorp. All right. 

Mr. Mitier. It took a long time to get it out. 

The Cuamman. That answers the question. 

Ask your next question of the witness, Mr. Blandford. 

Mr. Bianprorp. Do you have any firm plans for the expansion of 
the copolymer facility which you propose to purchase ? 

Mr. McCurpy. No; I have no firm plans, although we hope to put 
in a latex plant there. 

Mr. Bianprorp. At what price do you propose to sell inventory 
GR-S? 

Mr. McCurpy. At the same price that we buy it from the Govern- 
ment. 

Mr. BLanprorp. Government price. And GR-S hereafter manu- 
factured in your own plant ? 

Mr. McCourpy. Yes; the same. 

Mr. BLAnprorp. At what price do you propose to sell GR-S here- 
after manufactured in your own plant ? 

Mr. McCurpy. We propose to sell GR-S manufactured in our 
plant at a f. o. b. price of 23 cents, and we propose to have actual 
freight instead of the Government’s uniform freight that it has 
been applying in the past. So that the customers in the West will 
get the rubber a little bit cheaper than they have been getting it 
from the Government. 

Mr. BianpForp. What effect would a decrease in the supply of 
natural rubber or an increase in the price of natural rubber have on 
your planned selling price of GR-S? 

Mr. McCurpy. I don’t see that it would have any particular effect 
on our price. 

The Cuatmman. All right. 

Now thank you very much—— 

Mr. Bares. Mr. Chairman. 

The Cuarrman. Mr. Bates. 

Mr. Bares. Mr. McCardy, you have attended these meetings over 
in the other body ? 

Mr. McCurpy. Yes. 

Mr. Barres. And you have been close to the situation. You bid 
$30 million for these combined plants. 

(Mr. McCurdy nods.) 

Mr. Bares. And there has been some question as to whether that 
was proper or not. 

Mr. McCurpy. Yes. 

Mr. Bares. It has been discussed rather fully here. Do you know 
whether there is presently or there has been recently offered by any 
individual corporation or combinations of corporations, either indi- 
vidually or on the aggregate, an amount which is in excess of this 
$30 million ? 

Mr. McCurpy. You mean do I know of others? 

Mr. Bares. Yes. 

Mr. McCurpy. During the negotiations? 
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Mr. Bates. Well, or was it discussed over, say, in the Senate? Has 
anybody offered any more money than what you have offered ? 

Mr. McCurpy. No, no; certainly not. 

The CuatrMan. Thank you very much. 

Mr. Parrerson. Negotiated. 

Mr. Bares. I understand that. 

Mr. Price. Mr. Chairman, on that point—— 

The CuairMan. Yes, sir. 

Mr. Bares. Mr. Chairman, before I yield, I would like to make 
sure we fully understand this. If the gentleman wants me to yield, 
I will be glad to yield. 

The Cuatrman. He doesn’t want you to yield. He just wants to 
ask a question. 

Mr. Price. I want to ask a question on that point. I think that 
is one of the key factors in the matter involved here. If you had 
bid on each plant separate and if the Commission then negotiated 
on the basis of your high bid on these plants, isn’t it entirely possible 
that this figure would have gone up considerably ? 

Mr. McCurpy. I think when you hear the Commission on their 
negotiating procedure, you will see why that wouldn’t be the case. 

Mr. Price. Well, I can see how it would be possible, though. If 
you placed maximum figures all along the line that were greater, 
then when you get the other plants negotis iting against your higher 
figure and if they would then be successful, the aggregate figure will 
certainly be larger, wouldn’t it ? 

Mr. McCurpy. I think—as I say, I am not the one to do this. I 
think when you hear the Commission’s procedure you will be satisfied 
that that isn’t the case. 

Mr. Bates. All 1 wanted to ask: Whether, in your knowledge, any 
individual, any group of companies, are ready today to pay more 
money than what you have offered, as far as you know. 

Mr. McCurpy. As far as I know, no. 

Mr. Bartrs. That is all. 

The Cuairman. Mr. Brooks. 

Mr. Brooks. I wanted to ask you something, sir. In looking over 
your list of 190 companies and people that you went after for bus- 
iness there, I notice the name there, the Minnesota Mining & Manu- 
facturing Co. | Laughter. | 

Mr. Brooks. Is that the same one who appeared here 4 

Mr. McCurpy. They are a customer. [Laughter. |] 

Mr. Brooxs. And what sort of reaction did you get? 

Mr. McCurpy. Well, as I recall it, they are ‘down for 17 tons. 
| Laughter. | 

Mr. Brooks. Seventeen tons a year or what? [Laughter.] 

Seventeen tons a year, a day, or what? 

Mr. McCurpy. They have some kind of special stuff that they want. 

I don’t know what it is. 

The Cuatrman. All right. Thank you very much, Mr. Me- 
Curdy—— ” ; | 

Mr. Doyie. Mr. Chairman, may I ask? 

The CHatrman. Yes, Mr. Doyle. 

Mr. Doyie. Mr. McCurdy ? 

Mr. McCorpy. Yes, sir. 
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Mr. Doyte. I asked you twice if you would recognize small business 
as having a cause of action against Shell in case you did not keep this 
now made firm commitment of 20,000 long tons. I don’t know as a 
matter of law at this time and I don’t know as any of the rest of us 
do—certainly I don’t—what the fact might be of a High Court de- 
cision in this sort of a situation, but I do think you saan to clear it 
up, as the other bidders have done, and state whether or not your cor- 
poration would recognize that small business as well Government 
might have a cause of action against Shell in case of violation of this 
20,000-long-ton warranty. 

Mr. McCurpy. I am not a lawyer, either, sir, and they tell me that 
they think the Government can enforce this and get compliance by 
injunction. 

Mr. Dorie. Well, don’t you recognize it as a moral obligation on 
your corporation? The other bidders have all stated that they recog- 
nize it as a moral obligation. 

Mr. McCurpy. I said that. 

Mr. Durwam. He said that. 

The CuHarrman. You recognize it as a moral obligation ¢ 

Mr. McCurpy. Certainly. 

Mr. Gavin. I have a question, Mr. Chairman—— 

The Cuatrman. Wait. Let him answer the question. 

Mr. McCurpy. Certainly. 

Mr. Bates. He said that five times, Mr. Chairman. 

Mr. Gavin. I have a question, Mr. Chairman. 

The Cratrman. Mr. Gavin. 

Mr. Gavin. Have you had any evidence of the small processors 
or operators throughout the area in which you expect to sell or dis- 
tribute these materials—have they evidenced to you that they have 
been concerned that they will not be taken care of ? 

Mr. McCurpy. They are delighted 

Mr. Gavin. Well, we hear so much about the small-business op- 
erator. I just wondered where he is. Is he concerned about it—— 

Mr. McCurpy. I wish somebody would show me one. 

Mr. Gavin. What? 

Mr. McCurpy. I wish somebody would show me one. 

Mr. Bares. You would give him a long-time contract, wouldn’t 
you? 

Mr. Gavin. You feel 

Mr. Price. Well, they are disappearing so fast—— 

Mr. Gavin. Pardon me. Let me discuss the question. You are 
out now trying to solicit these small operators. You covered 190 of 
them; is that right? 

(Mr. McCurdy nods.) 

Mr. Gavry. Amongst that group that you already solicited in an 
effort to sell these materials, have any of them evidenced any concern 
that they are not going to be taken care of ? 

Mr. McCurpy. No. They are perfectly happy. As a matter of 
fact, some of them heard of this controversy and wanted to wire Con- 
gress and we told them not to. 

Mr. Kitpay. Thank you. [Laughter.] 

The Cuarmman. Any questinons further to the witness? 

Mr. Duruam. Mr. Chairman. 

Mr. WickersHam. Mr. Chairman, one question. 
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“The Carman. Mr. Durham. 

Mr. Durnam. I believe your company operated a plant during the 
war. How many years have you been operating one of these plants? 

Mr. McCurpy. Well, sir, we were making butadiene commercially. 
I don’t know that we were the first in the world, but we were certainly 
among the first 2 or 3. We were making butadiene commercially prior 
to the beginning of this program. 

Mr. Durnam. Now, since—— 

Mr. McCurpy. We were chosen to build one of these plants, and 
built it, and we have been operating it ever since. 

Mr. Durnam. All right. 

Now, since, of course, there has been some complaint in regard to 
selling this in a package, you might say, I don’t think it has been fully 
explained to the committee that under the present manufacturing of 
GR-S, the end product, of course, which is the product which you 
are going to sell to the public—small business, and everybody else— 
that there is no plant of any type that you know of that would have 
any use of butadiene except the copolymer plants; is there: 

Mr. McCurpy. There is almost a negligible use for butadiene aside 
from this. I don’t know what all of the varied tiny uses might be. 

Mr. DurHam. Well, if you had not bought this butadiene plant you 
would have had to get your stock of butadiene from somewhere, 
wouldn’t you? 

Mr. McCurpy. Sure. 

Mr. Durnam. All right. Now, the styrene is different. Styrene 
does have other uses ? 

Mr. McCurpy. Yes. 

Mr. DurHam. But you do have to use styrene, also / 

Mr. McCurpy. Yes. 

Mr. Durnam. In this plant? 

Mr. McCurpy. Yes. 

Mr. Durnam. If you had not purchased the styrene plant you 
would have had to get your supply somewhere else ? 

Mr. McCurpy. Yes. 

Mr. Durnam. For making rubber on the west coast ? 

(Mr. McCurdy nods. ) 

Mr. Durnam. And I understand this is the only manufacturing 
rubber plant on the west coast? 

Mr. McCurpy. That is right. 

Mr. Durnam. Now, can you tell us right now how many fabricators 
are west of the Rockies? You should know. 

Mr. McCurpy. How many fabricators? 

Mr. Durnam. Yes. 

Mr. McCurpy. This list of one hundred and ninety-odd here is what 
we turned up. 

Mr. Duruam. That is about all, isn’t it ? 

Mr. McCurpy. Well, we are looking. But that is all we found. 

Mr. Durnam. You contacted all of them and you are looking for 
more, if they exist? 

Mr. McCourpy. That is right. 

The Cuarrman. Thank you very much, Mr. Durham. 

Mr. WickersHAm. Mr. McCurdy, I wanted to ask one question fur- 
ther in connection with Mr. Doyle’s questioning. 
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Would you say in connection with the moral obligation that there 
would also be or would not be a legal obligation ? 

Mr. McCurpy. I have said that I thought the Government could 
enforce compliance by injunction, with this obligation. 

Mr. Bates. Mr. Chairman. 

The CuHarrMan. Mr. Bates. 

Mr. Bares. Mr. Chairman, how many small-business men are going 
to appear before the committee on this matter? Do we have any listed 
at all? 

Mr. BianpForp. No. 

The Cuarman. Let us finish with this witness. 

Mr. Bates. Have we had any requests? 

Mr. Buianprorp. No requests. 

Mr. Gavin. But they will be given a chance to be heard if they 
care to. 

The CuatrMan. Now, thank you very much, Mr. McCurdy. I 
thank you for the frank and candid and honest comments you made, 
in which you answered each and every question. 

Mr. McCurpy. Thank you, Mr. Chairman. 

The CHarrMan. Now, members of the committee—— 

Mr. Sort. Order, Mr. Chairman. 

The CHatrman. Let us have order. 

Thank you very much, Mr. McCurdy. 

Now, members of the committee, that disposes of all of the pur- 
chasers of the copolymer plants. 

Now, Mr. Smart, you have been keeping the blackboard. Now, 
read off for the record, and for the benefit of the committee, how much 
each one of these purchasers of copolymer plants have stated that they 
would make available in long tons to what is known as small business. 

Mr. Smart. Goodrich-Gulf, 15,000 long tons; United States Rubber, 
13,000 long tons, maximum; American Synthetic, 4,400 tons; The 
Copolymer Corp., 4,900 tons; Firestone, 26,000 tons; Goodyear Tire & 
Rubber, a minimum of 10 percent, or a minimum of 11,500 tons; Texas- 
United States Chemical Co., up to 20 percent, which would be 17,400 
tons; Phillips, 40,300 tons; Shell Chemical Co., 20,000 tons. 

The total of which I compute to be, Mr. Chairman, 152,520 long tons. 

The Cuarrman. Gentlemen of the committee—— 

Mr. Price. Mr. Chairman, are all these estimates based on the so- 
called maximum capacity figure ? 

Mr. Smart. In some cases, Mr. Price, they gave a maximum guar- 
antee. Some places they gave a minimum guarantee; other places, 
a flat amount which they would make available to small business. 

The Cuairman. They were all based upon this: Maximum capacity 
or average annual capacity, which is synonymous. 

Mr. Price. Could I also ask one more question: Do these contracts 
say, or do they say in their proposal that they agree to do this, or that 
they propose to do it? 

Mr. Smarr. Mr. Price, that was the reason for the questions which 
were asked here, where their proposal did not state any definite amount 
or definite percentage that they propose to make available on a con- 
tinuing basis to small business. That was the reason for the question- 
ing here, which, in my judgment, would become a part of the legal 
interpretation of the commitment in their contract, and proper evi- 
dence in a court of law. 
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The Cuairman. All right. Now, for the record, we will read the 
questions. And we prepared these questions very carefully knowing 
what we were after. 

In the sales contract covering this facility you assume an obligation to make 
available a percentage of your production to small business users. Do you con- 
sider this obligation to be a legal obligation which is enforceable in the courts by 
small business users, or on their behalf? 

And every witness has testified in the affirmative. 

Now, Mr. Yates stated—and it disturbed me when he made the state- 
ment—that there was only available, after he examined the commis- 
sion’s report, 88,000 long tons. So I said we have to find out what is 
the correct situation. And here, to a mathematical certainty, we find 
152,520 long tons committed to small business. 

Mr. Price. Of course we haven’t proved that at all, Mr. Chairman, 
because we don’t know the capacity. 

The Cuarrman. All right. To my way of thinking it is approved 
beyond the shadow of a doubt. 

Now, the next. witness—— 

Mr. Smart. May I inject a thought for the record at this point: I 
think in every case every operator here has testified that his proposed 
level of production would be greatly increased over the 1954 level of 
production. 

Mr. Cuarrman. That is right. 

Mr. Smarr. The 88,000 long ton figure of Mr. Yates was predicated 
on 1954 production, whereas all of the prospective purchasers say they 
will operate to capacity if there is a demand for the product up to 
apacity. 

Mr. DurHam. But we do know 

Mr. Suort. Mr. Chairman, right at that point, every single witness 
that appeared here yesterday and this morning, too, clearly pointed 
out that the production in 1954 was not only lower, but that in the 
3-year fiscal period prior thereto the production was considerably 
higher. 

Mr. Smart. On an average basis. 

Mr. Suorr. And the number of long tons to be furnished. Each 
and every witness not only admitted they were legally obligated, but 
they assumed a moral obligation as well. 

Mr. Duruam. We know the capacity production of the plants. 
Of course, this other unknown figure is the demand for the rubber. 

Mr. Buanprorp. That is right. 

The Cuarrman. All right. 

Mr. DurHam. Of course, I assume that these people under their 
statements here are going to commit themselves to all the demand 
for synthetic rubber up to the capacity production of the plants. 

Mr. Smart. That is the point, Mr. Durham, that the demand has 
at no time equaled the capacity. 

The Cuamman. That 1s right; exactly. 

Mr. Suorr. Yes. 

The Cuarrman. Now, that finishes with the copolymer plants. 

Now, there was one butyl! plant sold 

Mr. Bianprorp. Two. 

The CuatrmMan. Two butyl] plants sold. And they were purchased 


by the Standard Oil Co. 
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I want to call your attention to the fact that the Standard Oil Co. 
has agreed to sell one of these plants—if anybody will come around 
and buy it. 


Now, the witness now is Mr. O. V. Tracy, general manager of the 
Esso Standard Oil Co. 


Mr. Tracy, the committee will be pleased to have you make any 
statement you desire to do so. 

Mr. Tracy. Thank you, Mr. Chairman. I have a prepared state- 
ment, but in the interest of saving time I should like to merely file it. 

The Cuatrman. Thank you. 

Mr. Tracy. For the record. 

The Crarmman. That is good news. 

(The material referred to is as follows :) 


STATEMENT OF ©. V. TRACY, GENERAL MANAGER, CHEMICAL PRopUCTS DEPARTMENT, 
Esso Sranparp Or Co. 


My name is O. V. Tracy. I am general manager of the chemical products 
department of the Esso Standard Oil Co., and president of its affiliate, Enjay, 
Co., Inec., which markets chemical products derived from petroleum. I, and 
representatives Of affiliated companies, have in recent years made several ap- 
pearances before congressional committees dealing with the problem of synthetic- 
rubber plant disposal. Our opinion that it is in the national interest that the 
Government sell the synthetic-rubber plants to private business is well known. 

At the outset, I would like to make it clear that we subscribe fully to the 
conditions laid down by the 83d Congress in enacting Public Law 205. Briefly 
stated, there were: (1) That the interests of national defense must be fully 
protected; (2) that the Government should receive full fair value for the 
properties; and (3) that the disposal must be handled in such a way as to 
assure full and free competition without any possibility of fostering monopoly. 

My company believes without reservation that it is in the public interest, 
as well as in its own interest, that the synthetic-rubber business, as well 
as all other business, receive the full stimulation of active competition. 

As we have testified previously, the interest of our company, an oil company, 
in the development of synthetic rubber, extends back for nearly a quarter of 
a century. This interest has stemmed primarily from two considerations: (1) 
The market for gasoline is dependent upon the availability of automobile tires. 
(2) Petroleum fractions are a logical material from which to make a synthetic 
rubber. Our primary interest is in butyl rubber, which was invented in the 
laboratories of the Esso Research Co. in 1937. 

We have been waiting to get back into the butyl-rubber business for nearly 
13 years—ever since the butyl plant we had started to build 6 months before 
Pearl Harbor was turned over to the Government in the interest of the war 
program. This is one of the reasons why we have continued to spend our 
own money on research in butyl application and in customer service. 

It is the reason behind our offer to purchase the butyl-rubber facilities at 
Baton Rouge, La. We have faith in this particular type of synthetic rubber, 
which has found great utility in inner tubes and has potentialities in many 
other applications. 

Beyond the interests of my own company, however, we are impressed with 
the broad aspects of the report of the Disposal Commission now before the 
Congress. 

An important part of any disposal program must be the assurance of national 
security. This thought has been inherent in all discussions about disposal 
problems. It was the motivation of the entire development of synthetic rubber 
even before Pearl Harbor, and has been the primary theme running through 
all considerations of plant operation and eventual disposal. All contracts of 
sale incorporate a national-security clause which guarantees the continued 
availability of the plants over a 10-year period. 

But there is much more to national security than assured availability of 
existing plants. The best interests of the country cannot help but be served 
by promoting keen competition between competent private industrial organiza- 
tions which are so broadly represented in this program. The only hope of 
progress in the years to come is to free this already well-established industry 
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from Government control and foster the aggressive competition which has given 
our country its position of world leadership. ; 

The record of the prices negotiated between the Commission and various 
concerns is impressive. It is a record that speaks eloquently for the principle 
of full fair value, for it shows that the aggregate sales price (less current 
assets) is 99.2 percent of the appraised value as fixed by an independent engi- 
neering study made for the Reconstruction Finance Corporation in 1952 and 
adjusted by the Disposal Commission to bring it up to date. Does not this 
sound like full fair value received? 

The Commission reports that the total of the contracts of sales executed for 
24 plants, equipment, and inventory, and including $91 million cash in the hands 
of the Federal Facilities Corporation, is $401,565,000. This sum may be com- 
pared with the $488,585,000, which was the original cost to the American tax- 
payer of the properties being sold. These facilities have today a book value 
of only $131,954,000. Does not this seem like full fair value for plants already 
12 years old? 

Contrast this fine showing with the earlier disposal of Government rubber 
facilities, built in wartime and sold in 1946-49. These were not disposed of 
under the same congressional guidance as in the present instance, and as a result 
they brought an average of 34 cents on the dollar. I refer to styrene, neoprene, 
and butadiene plants, which were declared surplus and turned over for sale to the 
War Assets Administration. 

In the face of this record, it seems to us that the Commission has done an 
excellent job. It seems equally apparent that private industry is paying a full 
and fair price for what it seeks to buy. I believe that the Government is fortu- 
nate, indeed; first, that it is able to step out of a field that, according to our 
fundamental concepts, is one to be occupied by private industry alone, and, 
second, that it is able to shift these properties to other hands without involving 
the American taxpayer in any loss. 

If Congress approves the disposal of the synthetic-rubber plants, the United 
States Government will receive more money during the next 10 years than if 
the plants are not sold. And, in addition, it will not be faced with substantial 
expenditures for modernizing and expanding existing facilities. 

It is generally recognized that the existing plants, which at the end of the 
10-year period will have been in operation over 23 years, will be by then tech- 
nologically obsolete, and will have little or no real value. At that time, or even 
before, the Government will be obligated to expend considerable sums of money 
to replace the facilities. 

Net income from the Government’s synthetic-rubber operations averaged 
$50,854,000 per year during the past 2 fiscal years, the most favorable 2 years 
of Government operation. Assuming a continuation of this rate of earnings, 
the Government would have an income from these operations of approximately 
$500,000,000 over the next 10 vears if there is no disposal program. If, however, 
the plants are sold, the disposal program returns to the Government $401,565,000 
for the business as a whole. In addition, Federal income taxes paid by private 
owners on the same income over a 10-year period will yield a total of $260 million. 
Disposal would therefore return to the Government a total of $660 million 
over the 10-year period, as opposed to $500 million for continued Government 
operation. 

The Government has recovered practically its entire investment and has added, 
moreover, a new and basic taxpaying industry to the national economy. 

The question may then be raised as to whether this new industry would be 
truly competitive. It is obvious that the various sales contracts between the 
Commission and the proposed purchasers effectively promote competition in both 
synthetic rubber and in the raw materials involved in its production. Moreover, 
it is abundantly clear that the interests of the small consumer have been pro- 
tected both by specific clauses in sales contracts which insure sales to small enter- 
prises, and by sales of facilities to corporate aggregations (1 of 7 constituents 
and another of 29 constituents), principally composed of small companies in the 
rubber business. Finally, it is proposed to place 31 percent of the synthetic- 
rubber capacity in the hands of companies which are not themselves consumers 
of rubber. This insures aggressive competition for the business of all companies, 
large and small, which are rubber consumers. 

In addition to the capacity which is now scheduled to pass into the hands of 
nonconsumers of rubber, all of which is available to small business, 18 percent 
of the capacity to be taken over by rubber companies, under the terms of the 
contracts of sale, is made available to small business. In the aggregate, more 
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than 42 percent (332,000 tons out of 780,000 tons) will be available to small busi- 
ness either because the operators are not themselves consumers or are bound by 
contract to supply small business. According to statistics of the rubber industry, 
consumption by small concerns in the fiscal year 1954 was approximately 127,000 
tons. 

I would like to call attention to a fact sometimes overlooked. While the Gov- 
ernment supplied the capital to build the rubber facilities and coordinated theiz 
operation, the Government agency has been completely dependent upon private 
companies for processes, plant design, plant construction, and plant operation 
without which the program could not have been carried on. Therefore, wthout 
wishing to minimize in any way the importance of Government capital, as well 
as the fine work of Government personnel, we think it pertinent to your consid- 
erations to recognize that it was the existence, before war came upon us, of 
private companies with significant achievements in research and development 
and who were organized and staffed to do the job for the Government, which 
made the whole program so successful. Now, it is to private companies that this 
industry should be turned back to maintain the progress which is so essential to 
the best interests of the country. 

The Rubber Producing Facilities Disposal Commission has accomplished all 
that the Congress, through the act of 1953, charged it with doing. I am convinced, 
and I believe many others who studied the report will agree with me, that the 
best interests of the country will be served if the Commission’s recommenda- 
tions are allowed to stand. 

Mr. Tracy. I have also answered in writing the questions that were 
asked, and I would like also to file that for the record, and to the extent 
that you would like 

The CHarrMan. We want those read off. 

Mr. Tracy. Very well, sir. 

The CuatrMan. Mr. Blandford. 

Mr. BLanprorp. Yes, sir. 

The CHarrMan. We will file Mr. Tracy’s statement, and we will ask 
him the questions. 

Mr. Bianprorp. While we are dealing with a different matter here, 
Mr. Chairman, although the same questions are not necessarily—— 

The Cuarrman. Read the figures. 

Mr. BLanprorb. We can use them just by translating to butyl. 

Mr. Tracy. May Lask the record to show that we think buty! rubber 
is equally competitive with the GR-S copolymer and we are depending 
a good deal for our markets on being able to compete successfully and 
making this stuff available to people that will use this material inter- 
changeably with either natural rubber or GR-S. 

The Cuarrman. All right. 

Now, go ahead with your questions. 

Mr. Duruam. One question before we start, Mr. Chairman, I would 
like to ask the gentleman. 

The Crarrman. All right. 

Mr. Durnam. Your company, the Standard Oil Co., as I recall, 
owns all of the patent rights when we first entered this rubber program 
in 1942? 

Mr. Tracy. That is correct, sir. The Standard Oil Development 
Co., now Esso Research, owns all the patents and has paid for all the 
research on butyl rubber since its inception, something over $17 
million. 

Mr. Duruam. In other words, the research did not cost the Govern- 
ment 1 dime. 

Mr. Tracy. No, sir. 

The Cuatrrman. I think it is pertinent right here—now, you bought 
two plants; did you not? 
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Mr. Tracy. An affiliate of ours, Humble Oil & Refining Co., bought 
the plant at Baytown, Tex. Esso Standard Oil Co., my company, 
bought the plant at Baton Rouge. An affiliate, Enjay Co., Inc., of 
which I am president, is arranging to market the butyl rubber which 
it will purchase from Humble and from Esso Standard. So I am 
speaking today both as an Esso Standard Oil Co. man and also as a 
marketer for all of the butyl rubber that will be used outside of the 
State of Texas. 

The CuarrMan. Now, my recollection is of the Commission’s report 
that they stated that you would offer to sell one of your plants. 

Mr. Tracy. Yes, sir. 

The CnamMan. Now, tell the committee about that. 

Mr. Tracy. During the 6 years that I have been associated with the 
rubber-disposal program a problem has been raised because two af- 
filiates of Standard of New Jersey built and have continuously oper- 
ated both the butyl-rubber plants. For a long time butyl rubber 
was a special purpose rubber used principally in inner tubes. 

Starting with the report of the Batt committee in 1947, followed 
in turn by the RFC report in 1950, and by subsequent disposal recom- 
mendations, it has been suggested that the ownership and operation 
of both of these plants by Jersey would constitute a Pai bt We 
have always taken issue with that, since we think that butyl rubber’s 
real use is in the field of general purpose rubber, and a great deal of our 
research has been directed toward demonstrating that fact. 

However, the Commission approached us and told us that in their 
opinion it would be inadvisable to sell outright both plants to Jersey 
affiliates since we and our affiliated company were the only bidders 
for the two butyl plants. They asked that we would agree in effect 
to hold the plant at Baton Rouge in escrow in the event that a 
purchaser could be found within the next 3 years who wished to buy 
himself into the buty] business. 

We, therefore, made an agreement to resell this plant at any time, 
within a period of 3 years after we take title, at a price equal to the 
price that we have paid for the plant, plus any additions that we have 
made, or will have made, less depreciation at 5 percent per year, 
for the purposes of the sale, and plus 4 percent interest on the 
unamortized balance. 

In other words, in selling this plant we in effect are holding it 
open for a potential purchaser in the event he decides the business 
is better than he thought it was as of May 27 

The Cuarrman. I think that is very pertinent to put in the record. 
All right. 

Mr. Tracy. I would like to make one additional statement, Mr. 
Chairman. We have for a great many years made every effort to 
interest other companies in accepting licenses for the manufacture 
of butyl rubber, and have done as much sales work as our people are 
capable of in urging on other people the possible benefits to them of 
manufacturing butyl rubber. 

We have actually issued two such licenses, one to Goodrich-Gulf 
Chemicals, Inc., and one to the Petroleum Chemicals, Inc. We under- 
stand that Petroleum Chemicals has actually had prepared a firm 
estimate of the cost of a 45,000-ton plant to be possibly constructed at 
Lake Charles, which, if the market for butyl justifies it would put 
them in a very strong competitive condition. 
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We believe the only way we can expand the market for butyl rubber 
is to insure that there is ample potential butyl rubber available over 
and above that which we can ourselves produce. 

[ find myself in the unusual position of trying to encourage com- 
petition. 

The Cuarrman. That is very healthy. 

All right, now, Mr. Blandford. 

Mr. BLanprorp. Yes, sir. 

The CuHarrman. Adapt these questions to butyl. 

Mr. Buanprorp. All right, sir. 

Assuming the most favorable conditions, what do you estimate to 
be the maximum capacity, or assigned annual capacity of butyl rubber, 
expressed in long tons which you could produce annually in the butyl 
plants which you propose to buy ? 

Mr. Tracy. 90,000. 

Mr. Bianprorp. 90,000. 

Mr. Tracy. Long tons. 

Mr. BLAnprorp. Long tons. 

Mr. Tracy. Per annum. 

Mr. Bianprorp. How many long tons of butyl did these facilities 
produce in 1954? 

Mr. Tracy. In the fiscal year 1954, 68,058. In the calendar year, 
58,086. The latter being a reflection of the loss of the inner-tube 
market, I may add. 

The Carman. The next question. 

Mr. BianprorD. What has been the average production of the two 
plants over the last 4 fiscal years? 

Mr. Tracy. 73,081 long tons. 

Mr. Buanprorp. Is it correct to assume that you could operate at 
maximum capacity for any extended period of time without doing 
irrevocable damage to the facilities ? 

Mr. Tracy. As long as we own the plants, we think they would do 
90,000, at least. 

Mr. BLanprorp. Assuming you get the facilities, how many long 
tons of butyl rubber do you plan to produce annually ? 

Mr. Tracy. Our forecast for 1955 is 55,000 long tons. We would 
like to operate at 90,000 if we could find the markets for it. 

Mr. Bianprorp. In other words, at demand or capacity, if there 
is demand ? 

Mr. Tracy. The actual demand has dropped down very radically 
in the past year and the 55,000 is simply a reflection of the fact that 
we don’t want to have, nor does the Government want to build very 
high inventory. 

Mr. Buanprorp. Section 21 (h) of the act defines the term “small 
business enterprise” as an enterprise independently owned and oper- 
ated which is not dominant in its field of operation, due regard being 
given to the number of its employees and dollar volume of business. 
Do you agree that this would exclude a subsidiary company of a pur- 
chaser of a butyl facility from participating in the share of butyl to 
be made available to small business? 

Mr. Tracy. Yes, sir. 

Mr. Buanprorp. What percentage of your planned production, ex- 

ressed in long tons, do you intend to make available to small 
si sal on a continuing basis? 
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Mr. Tracy. I may say that it was expressed as a percentage in our 
contract, but I have calculated out that it would be at least 10,500 
long tons. 

Mr. Buanprorp. In the sales contract covering this facility you 
assume an obligation to make available a percentage of your produc- 
tion to small-business users. Do you consider this obligation to be a 
legal obligation which is enforceable in the courts by small-business 
users, or on their behalf? 

Mr. Tracy. I would first of all say that my company accepts it as 
a moral obligation without any question. If we make a contract, 
we expect to live up to it. 

Further than that, our counsel advise that under the terms of the 
act it is enforceable by the Government as given on page 207 of the 
supplement, section 13, of our contract of sale. 

Mr. Bianprorp. Do you have any firm plans for the expansion of 
the capacity of the butyl facilities which you propose to purchase ? 

Mr. Tracy. We have made estimates. I may also add that the Jer- 
sey company is participating in France, in the construction of a buty]- 
rubber plant. We have made estimates for expansion of the domestic 
plants, but have no firm plans at the moment. We have practically 
used up the feedstock, or will at maximum capacity. 

Mr. Bianprorp., At what price do you propose to sell your inven- 
tory butyl? 

Mr. Tracy. Twenty-three cents per pound, f. o. b. the plant, the 
same price as we buy it from the Government. 

Mr. BrianpFrorp. And butyl hereafter manufactured in your own 
plant ? 

Mr. Tracy. We have written a letter to some 1,000 rubber com- 
panies, all that we could find names of, and have offered to sell them 
their requirements of butyl rubber at 23 cents per pound f. o. b. the 
plants. I would like for the record, if you will, to include ‘ke 

The Cuairman. Put that in the record. 

(The information is as follows :) 


Enasay Co., INc., New York, N. Y. 

GENTLEMEN: Enjay Co., Inc., is now making plans for marketing butyl rub 
ber based on the expectation that the prospective sale of the butyl plants at 
Baton Rouge, La., and Baytown, Tex., to its affiliates, Esso Standard Oil Co. and 
Humble Oil & Refining Co., will be completed during the second quarter of 1955. 
In this connection, we intend to acquire the Government’s inventory at the time 
the plants are transferred so as to be in a position to continue without interrup- 
tion shipment of the same grades of butyl to rubber consumers. 

For your information, we intend at this time to sell present grades of butyl 
rubber on the basis of 23 cents per pound, f. o. b. the plants, in carload lots. 
You will be advised later on charges, if any, in present warehousing and on prices 
applicable to shipments from warehouses. Enjay butyl will be offered initially 
on the basis of prices firm for a calendar quarter on orders placed in advance of 
each quarter. 

Technical service on Enjay butyl applications will be provided by our Enjay 
Laboratories at Linden, N. J. The enclosed booklet, Do You Know About 
Butyl? presents information of interest on this polymer. In the meantime, if 
we can be of assistance in applications for butyl rubber, please contact us. 


A. B. Boru. 
Mr. Gavin. How many were there? 
Mr. Tracy. Something over 1,000-——— 
Mr. Gavin. A thousand 
Mr. Tracy (continuing). Companies that are listed -—— 
Mr. Gavin. What would you term that thousand ? 
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Mr. Tracy. I may say 

Mr. Gavin. Would they be in the category of small business? 

Mr. Tracy. In numbers they would be mostly small business. I 
would imagine there are not over 40 companies who have employed 
more than 500 employees or have capital assets of over, say, $1 million. 

I might also add that my own company, Enjay, today has some- 
thing over 2,000 customers for its various products, of which 47 per- 
cent are small business enterprises, with capital assets of less than 
$125,000. Wetreasure 

Mr. Gavin. Would you care to express at this particular time—if 
all of those plants go into full production, they are going to turn out 
considerably more materials than they are turning out now. That 
wouldn’t jeopardize the small operator, but if you go into a severe 
competitive basis, wouldn’t he be inclined to get somewhat of a break 
in your ambitions to secure business ¢ 

Mr. Tracy. We think any company that is going to be in business 
for a good many years has to give all of its customers equal treatment. 
And insofar as small business is concerned, we value very highly their 
trade. They usually pay their bills very promptly, and we like to 
have them on our books. 

The Cuamman. Ask your next question, Mr. Blandford. 

Mr. Bianprorp. What effect would a decrease in the supply of 
natural rubber or an increase in the price of natural rubber have on 
your planned selling price of butyl? 

Mr. Tracy. We don’t believe that it would have any, based on the 
information we have today. 

The Cuatrman. Thank you very much, Mr. Tracy. We appreciate 
your frank and candid statement. 

Mr. Tracy. Thank you, Mr. Chairman. 

The CHatrmMan. Now, members of the committee, that disposes of 
all the contemplated purchasers of the copolymer and butyl plants. 

Now, the first witness we are going to hear is Mr. Pettibone, Chair- 
man of the Commission. 

Mr. Pettibone, will you please come around ? 

Let the three members of the Commission all come up to the table 
there. Somebody get them a chair up there, so they can all sit around 
thetable. Bring up your chairs, gentlemen. 

Now, members of the committee, this is Mr. Pettibone, the Chair- 
man of the Commission. 

Mr. Perrone. Thank you, Mr. Chairman. 

The CuarrmMan. The other two members are Mr. Cook and Mr. 
Rounds. Just take seats down there with Mr. Pettibone. 

Mr. Arenps. I might say, Mr. Chairman, that Mr. Pettibone is a 
great citizen from the great State of Illinois. 

The CuHarrMan. Yes, sir. 

Mr. Arenps. Glad to have him here this morning. 

Mr. Perrirpone. Thank you, Congressman Arends. 

The CHarrman. Now, Mr. Pettibone, you are the Chairman of the 
Commission, and you submitted your report. I have read it. I read 
your report 2 or 3 times and studied it and tried to find out all that 
was set out in it. 

As I said here as I opened the hearings, I want to compliment you 
and the Commission on the splendid service you rendered. I consider 
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it a magnificent document, and a document that I find myself in com- 
plete accord with. 

Now, I think you should now present to the committee your state- 
ment 

Mr. Durnam. Mr. Chairman, could Mr. Pettibone give us just a 
little background of his business experience? I don’t believe I have 
ever seen him. 

The CuarrmMan. Mr. Pettibone, before you open with your state- 
ment, tell us who you are and what was your background, and so forth 
and so on. 

Mr. Perrizone. Thank you, Mr. Chairman. 

My name is Holman D. Pettibone. I am chairman of the board 
of directors of Chicago Title & Trust Co., in Chicago, with which 
company I have been associated for 44 years, 22 of which were as 
president. 

Since the 1890’s our company has done extensive reorganization, 
receivership, and liquidation work, management of estates. I have 
had occasion to work in the reorganization of many businesses. This 
is the first experience or opportunity to account to the Congress of 
the United States. 

General Cook started a cotton business in Memphis, Tenn., when 
he was in histeens. He owns it and operates it still. He is recognized 
as one of the largest cotton merchants in the world. His associates on 
the Commission have observed that he is not a novice at horse trading. 
{ Laughter. | 

Commissioner Rounds, a native of Kennebunkport, Maine, spent 
his business life in the Federal Reserve Bank of New York. He 
retired 2 years ago from a position of first vice president. He has 
an outstanding understanding of all of the financial problems that this 

Yommission has faced. 

At my immediate left sits Mr. Eugene Holland, a native of Nebraska, 
founder and owner of the Holland Lumber Co., operating at Lincoln 
and Omaha, Nebr., and Sioux City, Iowa. He has been the head of 
a number of important manufacturing companies. He has frequently 
been retained by bankers and investors to study businesses in their 
behalf, looking to an investment or a loan. 

May IL also observe, Mr. Chairman, that we are unfortunately missing 
this morning our general counsel, Mr. Harold Sheehan. He is in 
the hospital ‘and has his knee being operated on. He has spent more 
than 20 years in the Government service, and for several years before 
he came to us, he was with the Rubber Division, the operating agency 
which has had charge of these plants. 

In his stead, we have here at my right his associate, Mr. James 
Wainger, who participated in the drafting of the report of Mr. Mc- 
Donald, on which your Public Law 205 was based. 

In addition, we have retained local counsel in every State where 
there is a property located. We made an arrangement with one of 
the principal law firms in Chicago for advice on the drafting of the 
contracts and conclusions of the transfers which are seemingly in- 
volved. That firm is Sidley, Austin, Burgess & Smith. 

We retained in addition the industrial engineering firm, a 60-year- 
old firm in New York, Sanderson & Porter. They have been working 
with us for more than a year studying all these figures and trying to 
interpret for us, the members of the ‘Commission, first some idea of 
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what these words mean that we are strangers to and next to study 
-arefully all of the figures that we used in arriving at our conclusions. 

I think that covers it. 

The Carman. Thank you very much for that. 

Now, go right ahead. Have you any prepared statement you want 
to make now / 

Mr. Perrizwonr. Pardon me, I didn’t hear you. 

The Cuamman. Have you a prepared statement you desire to sub- 
mit to the committee ¢ 

Mr. Perrrpone. Mr. Chairman, Ido. I havea short statement. 

The CHarrman. All right. 

Mr. Perrisone. That I would like to read. 

The Cuarrman. All right. Read that. 

Mr. Prerrmonr. Shall I proceed, Mr. Chairman ? 

The Cuamman. You may proceed, Mr. Pettibone. 

Mr. Perrizone. Mr. Chairman, the three members of this Commis- 
sion accepted appointment because of a desire to aid in the attainment 
of the objective of the disposal law; namely, the transfer of an es- 
sential presently profitable going business from Government to pri- 
vate ownership and operation under proper conditions. None of us 
had any background of experience with the manufacture of synthetic 
rubber. 

At the outset we were impressed with the fact that the disposal law 
adopted by the Congress had been drafted with great care. It clear- 
ly reflects the ideas of different minds with widely different back- 
grounds. First in importance came national security—we must have 
synthetic rubber “valle in large quantities if because of war, or 
any other reason, natural rubber is not available. This means that 

urchasers must be technically competent and financially able to pro- 
ioe synthetic rubber for a period of 10 years. Next, a free competi- 
tive synthetic rubber industry is to be established; there must be no 
monopoly and there must be a supply of rubber available to small 
manufacturers. Full, fair value must be obtained. The Commis- 
sion is required to submit recommendations as to the research program 
in synthetic rubber to be carried on by the Government for 1 year. 

In Carrying out its assignment, the Commission had valuable aid 
from other Government agencies. First was the Reconstruction Fi- 
nance Corporation and its successor, Federal Facilities Corporation. 
The Administrators and staffs of these two agencies rendered numer- 
ous and continuous services to the Commission. To mention a few, 
we refer to staff personnel drawn from those agencies; accounting 
and handling of all financial matters related to the Commission’s 
operations; an engineering appraisal of some of the facilities to be 
sold; eo of brochures describing each facility in a manner 
to be useful to prospective purchasers; plant inspections by the Com- 
mission and by prospective purchasers; services yet to be rendered in 
the transfer of facilities to buyers. 

The Attorney General has counseled the Commission and written 
an, opinion as required by the law. The Department of Defense has 
aided in the preparation of a suitable national-security clause to be 
included in all sales contracts. 

We have presented a report to the Congress. We have supplied ad- 
ditional interpretative and factual data to members of the staffs of 
the Senate Banking and Currency Committee and to the House Armed 
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Services Committee, and to the General Accounting Office. We be- 
lieve that we have done a thorough job carrying out the letter and 
spirit of the disposal law. We now stand ready to answer questions 
and supply further information as desired by your committee. 

The 5 Aires Thank you very much, Mr. Pettibone. 

Now, right in this connection, I desire to file, which I had prepared, 
a statement showing the rubber roducing facilities the Disposal 
Commission reported, cumulative sdesledatiative expenses. No doubt 
some Members of the House may know it. Here is what it costs to 
make this investigation and make this report. Put it in the record. 

(The statement follows :) 


Rubber Producing Facilities Disposal Commission report of cumulative adminis- 
trative expenses by selected groups from inception through Jan, 31, 1955 








Ne ee Lae ee EE Ce Te Te Te $126, 161. 81 
EE EEE SES ESE OF 1 Se Ene ah ae ye Ee ee a 304. 43 
Part Gime or infermiitent employees... ._..__...___. 64, 280. 61 
Basic salaries of RFC personnel charged to Commission__~-_-__-__ 52, 765.21 
Basic salaries of FFC personnel charged to Commission______-___-_ 16, 833. 94 
Sn a sakes aise ec inci ph teon nein ia che nese wing 15, 498. 52 
I asses ee iis resserere mite 275, 844. 52 
ce ERIS TS Sy ee ee 21, 458. 64 
ES EEE Te OE ORCAS AEA ER 511. 20 
re Oe ae ca 4, 906. 70 
De Wee, Oe mem ernence... he Ces 31, 036. 75 
Sener ees Wh ee ee 26, 889. 51 
Professional services on contract or fee basis___.____.___--_-___-__-__ 95, 292. 66 
Legal services on contract or fee basis______._.______________-___- 56, 277. 06 
Custodian and fiscal service on contract basis___.___._.___._--_-_----- 160. 10 
Contractual services performed by other Government agencies__-_-__- 2, 279. 40 
unl er Comeea en eon wate a 295. 98 
NT IO hk i eet Seni enemniwn 2, 933. 45 
a te tcieeia emne been’ 377. 82 
Yontribution to employees’ insurance fund_________-______-_-_____- 147. 35 
yagi GIGTRRESIER SE pes ARE CE Re, Red SEE eel eee Re 30, 881. 25 
Depreciation and amortization of Administration property__-_---_- 322. 07 
Other than for personel services..._._..................--.=...- 273, 769. 94 

‘om Bemeaseneurve @xpemmens ee 549, 614. 46 


The Cuarrman. Now, Mr. Pettibone, on February 23 I received a 
communication from the Minnesota Mining & Manufacturing Co. I 
sent that to you, and on March 7 you answered it. 

Now, I would like for you now to explain to the committee why and 
how you reached the decision to make a package sale to Shell Corp. 
of the three plants on the west coast. 

Mr. Perrizone. Mr. Chairman, if I may be permitted 

The Cuairman. Wait 1 minute, Mr. Pettibone. 

Mr. Perrone. Certainly. 

The Cuatrman. I ask any of my colleagues that go to the floor 
before I do—get permission that we sit this afternoon. We have 
1 time limit on this, and we must make every day count. 

Now, go ahead. And we are going to take a recess at 12 o’clock 
and get back here at 2 o’clock. 

Mr. Perripone. Mr. Chairman, if I may, I have organized this 
material in certain fashion. I feel that on behalf of the Commission 
1 can present it most effectively. 

55066—55—No. 10-14 
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I first might mention te you how we have organized it for presenta- 
tion, if it meets with your approval. 

The Cuarman. All right, sir. 

Mr. Perripone. First would be the reading of the letter to which 
you just referred. That would be followed immediately by a series 
of charts which go right into the question of what we have labeled 
the California complex, why we did what we did, and some compara- 





The Cuairman. Wait 1 minute. 

In view of the fact that we have to adjourn at 12 o’clock and go to the 
floor, suppose we wait until 2 o’clock and start fresh 4 

Mr. Suorr. Fresh. 

The Cuatrman. At 2 o’clock. 

Mr. Perrisone. Yes, sir. 

The CHarrmMan. Now, members of the committee, we will take a 
recess, and I trust every one of you will be back here. You have a 
responsibility and you can live up to it. 

(Whereupon, at 11: 50 a. m., the committee adjourned until 2 p. m.) 


Hovusrt or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Tuesday, March 15, 1956. 
The committee met at 2 p. m., Hon. Carl Vinson (chairman) presid- 
ing. 

The Cuarrman. Let the committee come to order. 

Now, Mr. Pettibone, you may proceed. 

Mr. Perrisone. Mr. Chairman, it occurred to me that it might be 
rather helpful to you and the committee if I would just mention 
briefly the manner in which we have organized this material so as 
if you were thinking of questions you might decide at what point 
to put the questions. 

If I have your permission, I will go that way. 

The CHairMAn. You may proceed i in your own way. 

Mr. Petrreone. The first we have was the brief introductory state- 
ment which we presented this morning. 

The second heading we have styled the California Complex. In that 
connection we will first read a memorandum sent to you, sir, in re- 
sponse to your inquiry about the objection of Minnesota Mining and 
Pauley. We will then present for your inspection four charts which 
will show not only the manner in which the negotiations were handled 
at California, but for reference, and to show the way they compared 
with negotiations elsewhere, two other charts. 

We will then present memoranda from our files with interviews 
with the objector in this case, Minnesota Mining, designed to show you 
in our judgment they were fully informed about the technique being 
followed, and suffered no damage as a result of our proc -edure. 

The final is the conclusion with respect to the Commission’s judg- 
ment on the importance of the Shell contract. 

The next major division is our formal answer, prepared in response 
to your request, sir, to the presentation made here by Representative 
Yates, 

And the final is the Commission’s answer to the 16 questions pro- 
pounded by your committee. 

If I have your approval, then, I will proceed that way. 
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The CHarrmMan. Proceed in your way. 
Mr. Perripone. The first item—do the members have copies of 
this ? 

The CratrMan. No, we haven’t copies. Pass them around, Mr. 
Blandford, please, sir. 

Mr. Buanprorp. I haven’t them, Mr. Chairman. 

The CHarrmMan. There they are. 

(Copies handed to staff and distributed to the committee.) 

Mr. Perrinone. Mr. Chairman, our effort in this first memorandum 
is just a brief statement of the legal principle which guided the Com- 
mission. I think it applies. The next are pertinent facts that we 
deem to have a bearing. And, third, are our conclusions with respect 
to the matter. 

[ will read the text as you have it. 

Reference is made to the letter of February 23, 1955, from Chairman 
Vinson of the Committee on Armed Services, House of Representa- 
tives, transmitting letter of February 22, 1955, from Minnesota Min- 
ing & Manufacturing Co. contending that the Shell Chemical Corp. 
proposal did not conform to the standards prescribed by the Congress 
in the disposal act and, therefore, was improperly considered by the 
Commission. 

Minnesota’s bid was a joint bid in which the other participants 
were Midland Rubber Corp., a wholly owned subsidiary of Minne- 
sota, and Edwin W. Pauley, an individual. The bid proposed to pur- 
chase Plancor 611, the Los Angeles copolymer plant, at a price of 
$2,500,000. The bid was not dependent in any way upon the proposal 
filed by Edwin W. Pauley, as an individual, for the butadiene plant 
at Torrance, Plancor 963, for which the sum of $4 million was offered. 

Minnesota, speaking for itself and Midland, requests that the recom- 
mended sale to Shell be disapproved and that legislation now be 
passed to enable the Commission to receive new proposals and nego- 
tiate new contracts for the sale of the three plants concerned under 
the same terms and conditions presently set out in the Disposal Act. 

Shell’s proposal called for the purchase of the foregoing copolymer 
and butadiene plants, plus the styrene plant at Los Angeles, for an 
integrated operation, at a price of $27 million. The plants had been 
operated on such an integrated basis by the Government. In its pro- 
posal Shell made clear that it was interested only in acquisition of 
the three plants as a package and that it did not propose to purchase 
individual facilities. 

May I insert, Mr. Chairman, at this point—this memorandum was 
all prepared before we heard the testimony of Mr. McCurdy. 

Shell was declared eligible to negotiate for the purchase of the 
plants upon the basis of its proposal which was found to have met 
the requirements of the act and the Commission’s instructions. Min- 
nesota asserts that the failure to break down the bid into individual 
prices for the individual plants comprising the package is fatal. 

The Commission concurs with the view of the Comptroller General. 

Section 7 (b) (4) of the Disposal Act provides that proposals shall 
contain— 


the amount proposed to be paid for each of the facilities, and, if such amount 
is not to he paid in cash, then the principal terms of the financing arrangement 
proposed ; 
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Broadly speaking, this section, procedural in nature, is designed to 
inform the Commission as to how much a bidder proposes to pay 
and how he proposes to pay it. The House report on the Disposal 
Act described the section as follows: 


Paragraph 4 of subsection 7 (b) is mechanical in nature and requires the 
bidder to indicate the amount proposed to be paid for each of the facilities 
and the manner in which the facilities will be financed (H. Rept. 593, 83d Cong., 
Ist. sess., p. 9). 

Where a proposal covers more than one facility and the bidder 
desires to purchase any one separately if he cannot get the integrated 
whole, the proposal is expected to state the amount proposed to be 
paid for the facilities on an individual basis. This test did not apply 
in the Shell case. Where a bidder has no intent to purchase individual 
facilities a clear statement to that effect. satisfies the statute by giving 
a negative answer to the question of section 7 (b) (4). Shell’s pro- 
posal made clear that the bidder was uninterested in the individual 
purchase of 1 or 2 of the components of the whole. Shell’s state- 
ment to that effect in its proposal satisfied the statute since it left no 
doubt that no amount was proposed to be paid “for each of the facil- 
ities,” because there was no intention to purchase each of the facilities 
individually. 

Any attempt by Shell to assign individual prices to the three 
plants would have been a misrepresentation. The Commission does 
not view this section of the statute as compelling absolute uniform- 
ity of intention of all bidders. The history of the statute is one of 
requiring full disclosure of individual intentions in regard to pur- 
chase to enable the Commission to evaluate the proposals it received. 
In view of the complexity of the disposal program, it was to be 
expected that many different methods of sale could be broached. The 
Commission welcomed them. In the light of Shell’s explicit state- 
ment of intent, there can be no question that the Commission was 
afforded a full disclosure of Shell’s state of mind with respect to its 
participation in the disposal program. 

Paragraph 4’of the Commission’s Release No. 1 restated the re- 
quirement of section 7 (b) (4) of the Disposal Act, calling for a 
statement of the price proposed to be paid for each facility. It 
added that where a proposal contemplated acquisition of several 
facilities for integrated operation, the proposal should state sepa- 
rately the aggregate amount proposed to be paid on the integrated 
basis, and the amount otherwise proposed to be paid on an individual 
basis. 

“Otherwise,” is underscored. 

This language was designed to obtain for the Commission com- 
plete and accurate disclosure of all essential information in pro- 
posals to be filed with it. Because this section was a restatement, in 
the instructions, of the requirement of section 7 (b) (4) of the 
statute, the reasoning applicable in the discussion above pertaining 
to the statutory provision likewise applies here. Shell’s proposal, 
clearly negativing interest in anything but the entire package, made 
clear that there was no amount “otherwise to be paid” as to individ- 
ual plants since no interest was present for the purchase of individ- 
ual plants. 

In net effect, Shell’s proposal would have been no different had it, 
for solely formal reasons, assigned values to the individual plants 
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but interconditioned the offers by a statement that Shell wished only 
to purchase all 3 and that, therefore, the purchase of any 1 plant 
was conditioned on the purchase of the shen 2. Such a proposal 
would have differed from the one actually filed only in the price 
breakdown. But that would have in no way aided any other bidder 
in view of the Commission’s general negotiating policy of not di- 
vulging bid amounts. Minnesota has not contended that conditioned 
proposals are invalid. In fact, counsel for both Minnesota and Mr. 
Pauley have admitted their validity. In view of the geographical 
and technological factors favoring integrated purchases, they are to 
be expected. And many were received. The proposals of Copolymer 
Corp., Goodrich-Gulf, Texas-U. S. and Humble were all conditioned 
in one fashion or another. Conditioned bids being valid, there can 
be no objection to a package bid as, in ultimate effect, they are the 
same. 

The act is not a strict high-bid statute which would preclude the 
Commission from selling the plants in question on an integrated 
basis, even had the proposal spelled out individual prices for each 
plant in the group and the purchaser was not the high bidder on one 
of the plants. The Commission was explicitly permitted to sell for 
less than the high offer. This being so, and in light of what has 
been said above in reference to conditioned proposals, Minnesota 
could not have been prejudiced by Shell’s failure to break down its 
proposal. 

In the Shell case, the package offer, which during negotiations 
was increased from 27 to 30 million dollars, exceeded the sum of the 
individual high offers. The Commission was nowhere prohibited 
from obtaining the benefit of whatever additional price a buyer 
might be willing to pay for an integrated operation. 

There can be no question of the bona fides of the Shell proposal. 
The plants were worth a certain sum to Shell on its premise, and 
the Commission would have been open to most serious objection had 
it, following the thesis of the objector, ruled the proposal ineligible. 
The question of obtaining the greatest financial return for the Gov- 
ernment, consistent with the establishment of a competitive industry 
and the protection of the national security, was stressed by the Con- 
gress as of primary concern. 

It would seem clear that the mere qualification of the proposal as 
eligible, was of itself in no sense prejudicial to other bidders for the 
plants comprising the complex. As the Commission’s report to the 
Congress makes clear, Shell declined to break down its composite bid. 
The question, therefore, is whether continued negotiations on this 
basis prejudiced other bidders on the plants involved. The answer 
to this question is found in the negotiating procedure followed by 
the Commission. The Commission negotiated with bidders in the 
light of their offers and, finally, on the basis of the Commission’s 
view of the appropriate price for each plant. Minnesota was told 
by the Commission that in the Commission’s view the appropriate 
price for the Los Angeles copolymer plant was $3,500,000. Minne- 
sota was fully negotiated with on this basis. Its original bid was 
finally increased to $3 million. This procedure was followed in other 
cases where, as here, there was more than one bidder for a facility. 
Examples are the Houston, Lake Charles, and Port Neches butadiene 
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plants. In none of those cases was a package proposal involved. 
Yet the Commission’s basic procedure, modified as to technique where 
required by special circumstances, was the same as that followed in 
regard to the Los Angeles copolymer plant. ‘The Commission’s idea 
of an appropriate price was set as a negotiating target. Therefore, 
any breakdown by Shell would have had no effect on the position of 
other west coast bidders. With no breakdown, the Commission fol- 
lowed its standard procedure. A breakdown would have made no 
difference. The Commission would have followed the same pro- 
cedure. 

The one change in west coast negotiating procedure involved fuller 
disclosure of the Commission’s position and thus was an aid to bidders 
on those facilities. 'They were put on notice of the possible existence 
of package proposals and were told the procedure to be employed by 
the Commission in such situations. The Commission said that it 
would consider the total of the amounts which it would receive on an 
individual basis in relation to the amount represented by a package 
bid. 

Furthermore, the Commission had a large number of individual 
bids on the styrene plant, and several bids on the butadiene and 
copolymer plants. It had, therefore, measures of value expressed by 
bidders with which to test prices. It negotiated with all bidders. 
At no time did Minnesota ever become high bidder, never reaching, 
for example, the initial proposal of Standard Oil Co. of California 
which offered $3,500,000 for the copolymer plant. 

Minnesota was made fully aware, as were other bidders on the west 
coast plants, that the disposal of these plants presented one of the 
most difficult problems confronting the Commission. A principal 
concern to bidders on the copolymer plant was the absence of an 
assured market for its production. Standard of California made 
the assurance of such a market an absolute condition of its offer to 
purchase, and Minnesota suggested that to meet this problem the 
Commission should obtain an agreement from purchasers of other 
Government-owned rubber-producing facilities that they would, for 
a minimum of 5 years from the effective date of sale, purchase their 
west coast GR-S requirements from the Los Angeles copolymer plant 
at current market prices. 

This suggestion could not be complied with by the Commission. 
The question of finding markets was left entirely to the bidders. 
The Shell proposal was the only one which freely accepted this burden. 
Shell was willing to take its chances on finding and developing 
markets. This factor, therefore, loomed increasingly important in 
the Commission’s thinking as the program progressed. As the Com- 
mission’s report states, sale of the west coast plants was clearly neces- 
sary to safeguard the competitive position of west coast fabricators. 

The vertical integration question posed by the Shell proposal was 
resolved by the Attorney General who approved the sales. The in- 
troduction of a strong company into the styrene business as a newcomer 
was thus regarded satisfactorily, as was entrance into the synthetic 
rubber field of a company independent of connections with rubber 
fabrication. The needs of small rubber fabricators were protected. 

In sum, in recommending the Shell sale, the Commission fulfilled 
its basic responsibilities by obtaining the maximum dollar return, 
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while at the same time establishing genuine competition in both GR-S 
and styrene manufacture. At no time during the 7-month negotiating 
period did Minnesota object to the Commission’s procedures, or indi- 
cate that it considered that it had not been treated fairly. It would, ac- 
cordingly, seem that the protest now pending makes it incumbent upon 
Minnesota to demonstrate that it has in fact received such discrimi- 
natory treatment in violation of its substantial statutory rights as 
would justify the rejection of the recommended sale to Shell. 

As stated in House Report No. 593, with respect to section (b) of 
the act relating to congressional review of the disposal program: 

While it is not intended that this section will create a forum for rejected 
bidders to air their complaints, nevertheless it will give the representatives of 
the American people an opportunity to pass upon and, if necessary, reject the 
proposed transfer of a great Government industry to the hands of private in- 
dustry. The responsibility for Federal review of the proposed sales is placed 
in the hands of the Congress, where it rightfully belongs. If either House is of 
the opinion that national security will be endangered or full fair value will not 
be received, or a competitive pattern will not be created, it can reject the pro- 
posed sales, and the Rubber Act of 1948 will then be extended to March 31, 1956. 

Now, Mr. Chairman, if I may proceed with the charts. 

The CuarrmMan. Yes, sir; goright ahead, now. 

Mr. Perrizone. I am not sure just how this amplifier works; if any 
member doesn’t hear me, I shall be glad—— 

The Cuatrman. We can hear you. Just talk a little louder. 

Mr. Perripone. All right, Mr. Chairman. 

The Cuatrman. We can hear you. 

Mr. Perrrmone. We have attempted in this first chart to take up the 
“California Complex,” as we label it, and depict for you on charts 
the bidders, the initial bids of May 27. The charts are as follows: 


BIDS ON FOUR LARGE COPOLYMIER PLAN TS-CULF AREA 
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GOS ON HOUSTON BUTAPIEWE PLANT 


MILLIONS 
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Mr. Perrmone. As the colored lines go up you will see the months in 
which the bids were raised from one figure to the other, and over in the 
extreme right the final contract price of the winner. 

In the approach to this problem you should have in mind that for 
the copolymer plants the Commission at no time had more than 1 bid 
on any copolymer plant except this one, at Los Angeles, and for this 
we had 5. 

With the difficulties confronting an operator where the Big Four 
were negotiating to buy their own plants elsewhere, and were utterly 
unwilling to give a commitment to anybody that they would buy from 
the Gulf plants, and as we will show two of the Big Four were among 
the latest to sign contracts—that would have a bearing on why the 
Commission felt it could not comply with the suggestions of Standard 
and Minnesota Mining to try to argue with the Big Four to make 
some commitments. We thought there were some legal difficulties, 
and there were certainly very practical difficulties when we were at 
the same time trying to negotiate those bidders to higher bids 
elsewhere. 

Mr. Brooks. Mr. Chairman, may I ask the gentleman a question ? 

Mr. Perripone. Yes, sir. 

Mr. Brooks. You said there were five bids for that facility ? 

Mr. Perripone. Yes, sir. 

Mr. Brooks. What were the 5 bids, and what were the amounts of 
the 5 bids? 

Mr. Perrisone. Congressman Brooks, as I go through the charts 
they will appear on these charts. 

Mr. Brooks. They will appear. All right. 

Mr. Perrizone. Would it be agreeable if I take them then? 

Mr. Brooks. Just proceed. 

Mr. Perriwone. With what I have said as to the disadvantages of 
the copolymer plant, imagine the pleasure of the Commission when we 
found ourselves possessed of 11 bids for the styrene plant, in an area 
where.so much of the time we had only 1 bid. It seemed as though 
in some fashion that attractive styrene plant could be made the core 
and center of a negotiation to take care of the very difficult problem 
of the copolymer plant, with its related butadiene plant which would 
fall, probably, too, if we couldn’t seel the copolymer plant. 

Asa matter, therefore, of a practical approach, we early sensed that, 
the best procedure would be to try to capitalize on the desire of 11 
persons to buy the styrene plant and to see if we could get rid of the 
other 2. 

So we will start at the top. It is enttiled, “Package Bids on Los 
Angeles, Styrene, Butadiene, and GR-S Plants.” We will start 
with Shell. 

You will notice the months are down here at the bottom. So the 
line indicates the month. The red line is Shell. ‘Twenty-five million. 
About the 1st of November, in response to the negotiation suggestions, 
it was raised to thirty million. 

Standard Oil of California made a package bid not only for these 
3 plants of the Shell bid, but for the El Segundo plant, which is 
adjacent to their refinery some miles distant from the other 3. They 
lumped the 4 and for those 4 bid originally $16,600,000, which subse- 
quently they raised to $21,100,000, for 4 plants instead of 3. 
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Dow Chemical came in with two bids. One bid was for the styrene 
plant alone, and its first bid was $1214 million for the styrene plant 
alone, but in that original proposal they said : 

If the-@ommission is unwilling to sell the st¥rene plant alone, then Dow. will 
bid for the three plants—styrene, butadiene, and GR-—S—$17,500,000. 

That would be $5 million more than the bid for that plant alone. 

Subsequently, Dow did not raise its bid of $17,500,000 for the pack- 
age, but what it did do was to jump its bid of $12,500,000 for the styrene 
plant alone in 1 jump to $18 million, which took place about the first of 
October. 

You will bear in mind that as these bids came in, only 5 persons 
knew them—the 3 commissioners, Mr. Holland, the executive director, 
and Mr. Hogate. Neither the industrial engineers retained by the 
Commission, or any other person on our staff, or anybody else, was in- 
formed by us of the amount of anyone’s bid. 

So it becomes rather important to observe that on its own Dow 
‘aises its bid. Whereas they bid $17,500,000 for 3 plants, they now bid 
$18 million for 1. 

Next was National Lead. They bid for the styrene and copolymer 
plants, a package bid, of $4 million. They never raised it. 

Now, take the styrene plant. This was the honey that was drawing 
the prospective bidders. Here they are. Take the one at the top. 
That is Foster-Grant—no, wait a minute. 

Mr. Hotianp. That is right. 

Mr. Perrimonr. Yes. The first line is Foster-Grant, which bid 
$16,100,000, and did not raise it at any time. 

The next one was American Chemical. They bid $13,500,000, and 
did not raise it. 

The next is the Dow, which I have just referred to, which jumped in 
1 bid from $12,500,000 to $18 million. 

The next was Hercules. They started at $10 million, and in late 
October raised it to $15,500,000, and finally toward the end raised it to 
$17 million. I am getting in your way here, so you can’t see it. 

Mr. Bares. That is all right. 

Mr. Perrinone. The next was National Lead, which started at $4 
milhien—no, wait a minute. 

Standard of California. 

Mr. Hotianp. 6.5. 

Mr. Perrimonr. Standard of California you may recall made 10 
bids, 10 alternatives. In this particular alternative they are bidding 
for the styrene plant $6 million, which subsequently they raised to $9 
million for that plant alone. 

The next one—it is a little hard to make out. 

Oh, two companies bid the same amount. Grace and Monsanto, 
$5,800,000, and did not increase their bids. 

Hayden started at $6,300,000 and wound up at $6,300,000. 

Montrose bid 3.9 and didn’t raise it. That is, until October 8, which 
was omjtted from the chart, when they raised to $6 million from 3.9. 

Now, those are bids, you understand, on the styrene plant alone. 

It turns out I have omitted to bring to your attention that National 
Lead went from $4 million to $13 million even. 

We can easily put these charts back, if you wish, Mr. Chairman, to 
ask any questions. Possibly you will get the picture more quickly 
if I run through it. 
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The Cuarrman, Go right on through. 

Mr. Perrizone. And then we will come to Congressman Brooks’ 
question. 

Here, again, for comparison is shown the package bids on the Los 
Angeles plants. There were four package bids, you will recall: Shell, 
Dow, Standard of California, and National Lead. Those bids were 
originally $27 million, $17.5 million, $16.6 million, and $4 million. 

Now, we will take the Los Angeles copolymer plant. I think that 
is the one you are inquiring about. We had 2 bids for that, only 
2 alone. One, Standard Oil, as one of their preference bids, subject 
to the condition they wouldn’t buy it all unless they had an assurance 
from at least 2 of the 4 big companies that they would buy rubber, 
which is set forth in their proposal—it doesn’t say 2, but it says, “Un- 
less as an assurance,” but they always told us it was a minimum of 
2. They bid $314 million for this plant, to which Minnesota Mining 
is objecting, and raised the bid to $5 million. 

Minnesota bid $214 million, and in early December raised it to 
$3 million. 

Those were the only two bids for the copolymer plant alone. 

Oh, in the Minnesota bid, there was a provision 7 a 5-percent pay- 
ment of the net profit. Several bidders put such clauses in. The 
Commission early took the position that it could not regard that as 
a firm bid, and would not consider it in the bidding. 

Now, here, again, for reference, is the package bids on the Los 
Angeles plant, in order to show the contrast to the third of the three 
that make up the Shell properties. Here are the bids on the Los 
Angeles butadiene plant R sig 

Standard Oil of California bid $5 million for it, and did not in- 
crease it. 

Pauley bid $4 million for it, and did not increase it. 

Those are the only two bids. It is perfectly clear from both bids, 
and from the negotiations, that neither one would bid unless the 
copolymer plant was sold. 

The next chart presents quite a different picture. We have been 
asked a few questions bearing on the disadvantages of trying to sell 
factories, copolymer plants, where there was only one bidder and 
how you go at it to get that bidder to pay more if you didn’t think he 
was paying enough. 

The question has been put to us whether if there was competition 
the result might be different. We will present this chart and let you 
draw your own conclusions. 

This has to do with the bids on the Houston butadiene plant, and 
will show the course of the bidding. 

Sinclair, which had been the operator and owned the adjacent re- 
finery, furnishing the feed stocks, bid $16 million originally, and raised 
it to $16,750,000. 

Food & Machinery made an initial bid of $11 million in May, raised 
it to $15 million in October, to $17.5 million in November, to $21.7 in 
December, and got it at $24,187,000 as against the initial offering price 
of $11 million. 

Grace, runner-up, bid 8 to begin with, raised it in July to 11.6, in 
October to 14, a little later in October to 16.4—oh, there is a 15 in 
there, and then 16.4, yes, in early December raised to 22.5, and lost 
out at $23,107,000, being just a million dollars under the winner. 
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At the very end of that one we did what we did in no other case. 
When it was apparent that these particular two bidders really wanted 
this plant, we finally drew up a set of rules under which they came 
in, signing the rules and signing contracts to buy. Each one put in 
a sealed bid with the understanding that the moment the envelopes 
were opened the Commission would sign a contract then and there 
with the winner. They all came in. We opened the bids in their 
presence, and declared Food & Machinery to be the winner, at $24,197,- 
000, as compared with an opening bid of $11 million. 

Mr. DurHam. You mean none of the bids were opened until the 
final decision was made? 

Mr. Perripone. All the bids were opened, sir, except at this very 
last—bet ween those two bidders only. Because it got a bit unmanage- 
able. They kept bidding against each other every few days and 
we didn’t know just how to carry that on indefinitely. | Laughter. | 

Now here is about the Big Four. This is our final chart. 

The studies which we have made and about which we have reported 
to the chairman in our answer to his questions—and we will develop 
that later: What we wish to emphasize to you particularly is that 
whatever success we had with this was because we did not have a 
formula. What we did have was a unique technique or procedure 
which, somehow or other, worked. 

Here are the Big Four. Our engineers, having reached their own 
conclusions as to potential earning power value—a number of ques- 
tions have been put about that earning power value. The basis of 
our approach—while we considered all the other elements such as 
original cost less depreciation, and replacement cost, the earning 
power value, the book value on the books of the Government, gross 
and net, the Parson’s appraisal reports which were made prior to 
the time of our coming into the matter—all those were given atten- 
tion, but the engineers who analyzed these bids for us did it on the 
basis of answers to questions given to us by the bidders at our request. 

The procedure was exceedingly unique in this. In effect, a pros- 
pective seller sat down with the prospective buyer and said to him, 
“How did you arrive at the amount of your bid?” The questions 
weren't general. There were 20 of them, at least. And all the an- 
swers were within ranges—estimated cost of feed stock, conversion 
costs, sale price, research, expected return on investment, working 
capital—all the elements that would go into the makeup of evaluating 
a going business. 

All of those things were analyzed for us, the Commission, not with 
the thought of an appraisal, but for interpreting to us how the different 
bidders were studying and evaluating comparable plants. Because one 
of the elements that we had to deal with was full fair value, but an- 
other one of great importance was to set up a competitive industry. 
So if one plant got badly out of line, the buyer of that plant would be 
at an advantage or disadvantage, according to whether he was low or 
high. 

We got a great satisfaction as to the merit of this procedure. The 
engineers started in February. The bids came in on May 27. And to 
our great pleasure, one of the Big Four hit almost on the nose our own 
figures. 

Goodrich-Gulf at Port Neches bid $13 million. It wasn’t too diffi- 
cult for us to decide that that should be a target, a bellwether. So in 
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whatever ways were opened to us, we then had very friendly negotia- 
tions with the other three. 

Goodyear at Houston started at 6, and at the very end, just a few 
days before the close, December 27, they graciously agreed to pay 
$11,889,000. 

United States Rubber at Port Neches began at 7.3 and again at the 
very end they bid 11.5. They contracted to buy, I mean. 

Firestone started at $7,200,000 at Lake C harles, and wound up at 
$11,650,000. 

So, if you look at those at first glance, you might wonder how these 
bidders could come out so near together. The only reason that we can 
give is that this was the best job that we could do of getting the rest of 
them in line with the fellow who bid the first high bid. 

Mr. Hess. Pretty good traders. 

Mr. Pertirone. Now as bearing on the question of fairness and the 
question of whether Minnesota Mining and Pauley was damaged, I 
wish to read certain excerpts from our files. 

My first meeting was—by the way, the representative in all of the 
principal negotiations for Minnesota Mining was Dr. Oakes, presi- 
dent of Midland Rubber. It is the subsidiary of Minnesota Mining. 
My first meeting with him was in Chicago, at my office there, on Fri- 
day, March 19. 

This is my note made at the time, or copied from notes made at the 
time that are kept in my Chicago office. 

Mr. Oakes has been associated with Minnesota Mining & Manufac- 
turing Co. since 1928. He got his degree in chemistry from Columbia, 
and was at one time manager of the Kentucky synthetic copolymer 
plant. That is at Louisville. He is now president of Midland Rubber 
Co., wholly owned subsidiary of Minnesota Mining & Manufacturing 
Co. 

Midland has not been able to get a commitment from any of the 
Big Four rubber companies to buy the end products of the California 
copolymer plant. As yet, they have not been able to get any satisfac- 
tory firm commitment from Shell and Standard for feed stocks. They 
have not been able to see their way to buy the copolymer plant until 
they are certain of a supply of butadiene at a price they can afford to 
pay in competition with gulf coast producers. 

Midland is also concerned about patent rights. We will skip that. 

I urged Mr. Oakes to go to Washington to discuss his problem with 
Mr. Holland. Mr. Oakes indicated that he has not yet made up his 
mind what to advise his associates; that is, on the question of whether 
they would put in a bid. 

We were in touch again with Mr. Oakes April 30, May 6, May 7, 
May 17, May 26. In July, after he had put in the bid, Dr. Oakes 

‘alled, or commented, that 73 percent of the copolymer-plant pro- 
duction at Los Angeles has been going to the Big Four. That was by 
way of emphasizing the absolute necessity of having some commit- 
ment from them to buy. 

May 7: A meeting with Mr. Holland and Dr. Oakes and two asso- 
ciates. Anda telephone call—oh. That was all related to the ques- 
tion that came up on at least two occasions, where Dr. Oakes reported 
to me that he had been to Akron, that he had endeavored to persuade 
two, at least, of the large companies to give him a firm commitment, 
and they declined to give him any commitment and he made it clear, 
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repeatedly, that without that commitment, his firm would not be i 
any position to sign a contract. 

assume you are all aware that we took the position from the first 
with all bidders that a proposal was not binding on him at all. He 
could withdraw it at any time up to the time that we and he signed 
a contract. That becomes very important, as you will see in connec- 
tion with the negotiations. 

The position, therefore, of this bidder, as all other bidders, until 
we signed a contract, that while he had a deposit to assure his good 
faith, as required by the statute, nevertheless, was that he knew— 
we made public knowledge of it and everybody knew—that we didn’t 
regard that the Commission was bound or the buyer bound until both 
of us signed a contract. 

On November 10, this call from Dr. Oakes from St. Paul: By the 
way, as to that, I should add that at no time did we have the slightest 
difficulty with Dr. Oakes or any of his associates. All of the negotia- 
tions were carried on in the most friendly fashion. There was never 
& question in our mind as to the competency of Minnesota Mining to 
operate the plant which they had been doing before. 

A telephone call from Dr. Oakes in St. Paul: I talked with Dr. 
Oakes and later with his associate, Mr. Connolly. They are disturbed 
about the article in the New York Journal of Commerce of November 
8, to the effect that the Los Angeles facilities had been sold to Shell. 

There was such a rumor published. I stated our exact position to 
them. They appeared to be satisfied. The statement was that we 
had not signed a contract with anyone at that time. 

On November 11, Dr. Oakes called again to find out what form 
would be taken to amend their bid. He was told how that should 
be handled. 

On October 25, this memorandum signed by Mr. Holland, our 
executive director. Dr. Oakes called me today to see if they could 
get some information. He said they had been covering the country 
the past 2 weeks and were very much up in the air. He added that 
they had not had any encouragement from the Big Four as to buying 
rubber or anything. He said they had heard that we had told some 
people what the bid would have to be and wondered if we could give 
them any advice on that. I told Dr. Oakes that the Commission was 
having a meeting tomorrow and I would put his request to them and 
we would give him some kind of an answer and would be in touch 
with him again. 

October 29, a memorandum signed by Mr. Holland. I talked to 
Dr. Oakes today and told him that the Commission had been in almost 
continuous session here for 2 or 3 weeks and in order to save time and 
travel for them, we were taking this means of getting to them the Com- 
mission’s idea of an appropri: ate price for the purchase by his group 
of the plant on which they have bid as part of the disposal program 
to be presented to Congress, that in order to continue keeping their 
bid price confidential, T was not going to mention it on the telephone, 
and the figure I was about to give him would be in the amount—be 
in the amount to be added to their bid figure and we asked that this 
amount be kept in confidence just as we have kept their bid con- 
fidential. 
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At that time their bid was $2,500,000. I then told Dr. Oakes that 
the figure to add to their bid to meet the Commission’s idea of an 
appropriate price was $1 million. 

That is the procedure followed with all the bidders to whom we 
made this statement. I mean by giving the sum to which we thought 
they should go. 

For his information, I told him that each bidder was being given the 
Commission’s present idea of the appropriate price placed on the 
plant on which he has bid and is being encouraged to adjust his 
proposal upward in case the price is lower. 

In other facilities in general we did not give the appropriate price 
except to the then high bidder. We made the exception Se this Los 
Angeles complex because of the circumstance of having the package 
bid and we wanted to be sure that each bidder had a chance to proceed 
with the knowledge of how much he would raise his bid, as we 
expressed it “to get in the ball park.” 

For his information, I told him that each bidder was being given 
the Commission’s present idea—oh, I have read that. 

I added there was something else to think about. If we have a 
package bid, it is going to be judged on the following basis: 

1. Does the bid price exceed the sum of the appropriate prices 
placed by the Commission on the individual plants in the package? 

2. Isthe bid price on the package higher than the sum of the highest 
individual bids received on the plants contained in the package ? 

It is assumed, of course, that all other criteria of the act are met. 
At this point Dr. Oakes recited his understanding of 1 and 2 as follows: 

Now, the first was that the bid price exceeds the sum of the appropriate prices 
on the individual plants; and the second, the package bid, higher than the sum of 
the highest bids on each of the facilities. 

Continuing, I said that to make him certain that there is no mis- 
understanding on 1 and 2, we wanted him to know that even though 
they met the appropriate price, it may be that they will still not 
be the buyer of the facility which is explained by the circumstance 
that the aggregate of the bids for each single facility at a location 
may be less than the total of the package bid, including two or more 
of the facilities under discussion, and until the Commission knows 
the top bid of each bidder for one or more of the facilities, we cannot 
tell whether the bid for the single facilities or bids for some combina- 
tions make a better price. 

Dr. Oakes said: 


Thank you kindly. That answers all the questions I had in mind. 


In conclusion, I told Dr. Oakes that the Commission would be in 
session next week and any time they wanted to come in after thinking 
this over and talking with us, we would be glad to make an appoint- 
ment with them. This is typical, incidentally, of the memorandum 
we made with every bidder that had any pertinency, of the conver- 
sations. 

On November 22, memorandum signed by Dr. Holland. I called 

Dr. Oakes at St. Paul, Minn., and asked how he was coming. I 
told him we were supposed to have a meeting this morning and I told 
him we would have to have a yes or no answer from him. What we 
were trying to do at that time was to try to interest Dr. Oakes in 
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urchasing either Institute or Baytown. We gave him full particu- 
i on both. 

I told him I had another suggestion if he would act quickly. I 
asked him what about the Baytown, that it would be in the range 
of what they are working on out in California. Dr. Oakes said they 
would look it over and let us know. I told him if they wanted any 
information on it, call us quickly. 

He asked about December 27 and I told him the Commission would 
be open until midnight on that date. He said “Thank you very 
much.” 

As bearing on the question of any disadvantage to these two objec- 
tors—Pauley and Minnesota Mining—I mentioned that we proceeded 
differently in this case from any other in that we gave to every bidder 
in the California complex the target. So that having done this, all 
Minnesota and their partner, Pauley, had to do is find out what price 
we had mentioned to each one, add those two together, and then if 
they eliminated Standard and Shell, they had nine other bidders to 
go to find out whether they would wish to team up with them. 

Since these hearings started—and I am not free to identify the 
bidder—a bidder has said that he went around to them and attempted 
to persuade them to join them in raising their bids. The informa- 
tion was given at these dates. 

November 2, American Chemical, whose then bid was $13,500, and 
it was told what every bidder was told: “Our asking price for the 
styrene plant was $20,500,000.” 

So the way he would get at it: All he would get over the phone 
would be this, that he must raise his bid by $6,800,000 to meet our 
idea of an appropriate price; Foster-Grant was called October 29. 
They would have to raise their bid $4,200,000; Hercules Powder, Oc- 
tober 29, and they would raise $4,800,000; Heyden Chemical, October 
29, $14 million they would have to go up; Merck, November 2, $6,900,- 
000; Minnesota Mining, for the copolymer plant, $1 million up, which 
I mentioned; Monsanto, November 2, would have to raise it $14 mil- 
lion; Montrose, November 2, they would have to raise it $14,400, in- 
cluding a detail; namely, some tank cars; National Lead had bid 
$4 million. I don’t know whether they have recovered yet. The 
figure given to them they would have to raise it would be $16,300,000. 
[ Laughter. | 

Mr. Pauley, on October 29, was told that he would have to raise his 
bid $3 million, which would make it from 4 to 7. We did not call 
Standard of California. We did not call Dow. 

The reason for the Standard of California was that we repeatedly 
told their vice president, Mr. Parkhurst, over a period of months, 
that, in our view, their bid was not a firm bid, any 1 of the 10 alterna- 
tives, because of the conditions stated in the proposal, that they 
wouldn’t buy unless they could get assurance for the sale of their 
rubber. Not until the very last did they withdraw any condition. 
They then withdrew it on the one butadiene plant nearby, El Segundo. 
As they withdraw that, we accepted their bid of a million and a half, 
so the California complex then became $31,500,000 for the total. 

At that time we asked Mr. Parkhurst if the disease couldn't be sort 
of contagious, and he would waive the condition on some more, but 
he said he could not, unless something turned up, that at least two 
No. 10 ——15 
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of the Big Four would give him commitments for 5 years for minimum 
purchases of rubber from the GR-S plant. 

We didn’t call Dow for this reason. If we sold the styrene plant 
to Dow— it already had 35 percent of the national total in its own 
plant. 

Monsanto had 30 percent. This plant is 10 percent. If we sold to 
either Dow or Monsanto, those 2 companies would have 75 percent 
of the total. We exchange views with the Attorney General. 

We never took a final position. But we decided if we could work 
out anything else and avoid that result, of Dow and Monsanto having 
75 percent of the total, we might have less trouble when we got 
before you gentlemen. 

Now, Mr. Chairman, if I may, I would like to read just a short 
statement of our conclusion with respect to this Shell Chemical 
matter. Shall I proceed ? 

The CHarrman. Yes. 

Mr. Perrizone. I don’t know—do we have copies of that? 

Mr. Hoeate. Yes. 

Mr. Pertipone. Please. 

The Cuarrman. All right, now, you may proceed, Mr. Pettibone. 

Let there be order in the committee. 

Mr. Pertigone. Yes, Mr. Chairman. 

In the course of the hearings on the disposal program submitted 
by our Commission, it has been under attack with regard to the Shell 
bid even to the basic question of good faith on its part. 

The record will show that every reasonable effort was made to bring 
the bids up to the appropriate prices set by the Commission. In the 
judgment of the Commission all criteria of the Disposal Act were met 
by the Shell bid. 

The Commission does view with grave concern any attack on part 
of the program which can have a great weakening effect on the dis- 
posal program as a whole. 

There is no question of the good faith of Shell. To elaborate fur- 
ther, from first to last Shell made its position crystal clear to the Com- 
mission—it was three plants or none. To offset the serious risks 
involved for any purchaser of the copolymer plant because of uncer- 
tainty over the question of sale of its product, rubber, Shell put the 
possibility of a profit in the operation of either or both the styrene 
plant and the butadiene plant. 

With the economies of integrated operation, Shell may thus be able 
to compete with the gulf coast plants. Standard was not willing to 
take this risk. Minnesota Mining & Manufacturing did not at any 
time state firmly that it would take the risk of an uncertain market 
for rubber. 

It was the Commission’s judgment that neither Standard nor Min- 
nesota Mining & Manufacturing would actually sign the purchase 
contract until at least two of the Big Four gave satisfactory assur- 
ances. And at the same time the highest package bid of Standard 
was $21,100,000 for the three plants in the Shell contract plus a fourth 
plant, El Segundo butadiene. 

The bid of Minnesota Mining & Manufacturing of $3 million for 
the copolymer plant and the bid of Edwin Pauley for the Torrance 
butadiene plant of $4 million made a total of $7 million. Take the 
highest bid for the styrene plant alone—Dow at $18 million. Added 
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together this made a total of $25 million compared with Shell's bid of 
$30 million. If Dow was ineligible for monopoly reasons, the next 
highest bid for the styrene plant was Hercules Powder at $17 million. 
That makes a total of $24 million contrasted with Shell’s bid of $30 
million. 

Here the Commission found itself in mid-December uncertain 
whether there would be any program we could recommend to Congress. 
Some bidders were not bidding high enough. One matter seemed very 
clear to the Commission—a program which would put four California 
facilities in standby would not be acceptable to either the Commission 
or the Congress. 

It is then no accident that our first sales contract was signed with 
Shell. And that was not until December 16. The final date for sign- 
ing was December 27. Contracts with the Big Four were signed on 
the following dates: Goodrich, December 17; United States Rubber, 
December 17; Goodyear, December 22; Firestone, December 22; 
Standard of California, signed on December 27, the last day. 

And finally, the program we have presented is a package. The parts 
are interrelated ; they are interdependent; they are competitive. Tear- 
ing out parts may destroy the balance and thus wreck the whole. 

Mr. Chairman, that concludes what I had to say under the headings 
down to our answer to Representative Yates and the Commission’s 
answer to the 16 questions. 

The Cuairman. Now, Mr. Pettibone, the other day the committee 
had the privilege of listening to Mr. Sidney R. Yates, a Member of 
the House from Illinois, and also a member of the Small Business 
Committee. 

On page 5, what I particularly want you to comment on—and then 
you can comment on any other phase of it you want to—on page 5 
Mr. Yates pointed out why one copolymer plant—and he gave the 
numbers—was sold at different prices than less valuable copolymer 
plants, and the factors set out in each question. Is that what you 
want to comment on now ? 

Mr. Perrizone. Mr. Chairman, we have here and are ready to pass 
up to you for your reading, a formal statement on that. 

The Cuarrman. All right. 

Mr. Perrizonr. Which makes an answer to Mr. Yates. 

The Cuarrman. All right. 

Mr. Perrrgone. If you wish us to—— 

The Cuatrrman. All right, let it come in that way. Let the state- 
ment come around. I want answers to these, specifically. 

Mr. Suorr. Before he passes on that phase, Mr. Chairman, might 
I ask the witness how many bids, and on how many plants, did 
Minnesota Mining ever make? 

Mr. Perrisone. Minnesota bid on this one plant only, copolymer. 
Mr. Suorr. They just made one bid on the copolymer plant ? 

Mr. Perripone. Yes, sir. 

Mr. Suorr. And they were the third highest bid ? 

Mr. Perrinone. No. They would be the second. California bid 
and they bid 3. 

Mr. Snort. Minnesota, though, would have been second to Cali- 
fornia on this one particular plant ? 

Mr. Perriponr. On the one plant alone. 
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Mr. Suorr. So—— 

Mr. Perrrsons. That is right. 

Mr. Snort. It is rather difficult to see how they have been injured 
very much, 

Mr. Perriponr. Well 

Mr. Suorr. Even if they had bid separate, that is on separate 
plants, why are they complaining so much, since they were not even 
the high bidder on the one plant ¢ : 

Mr. Pertisone. We are pleased with your compliment, Mr. Con- 
gressman. ‘That is just the way we feel. 

Mr. Price. Mr. Chairman. 

In order to clarify the situation, I don’t think they claimed they 
had been injured by the bidding. What they do is challenge the 
sale on the basis of compliance with the law. 

The Cuarrman. That is their point. They don’t contend there is 
an injury. But at the same time bear in mind that not only was 
their bid less than 

Mr. SHort. Standard’s? 

The CuatmrMan. Standard. But there was also a certain condition 
set out in their bid which he has addressed himself to. 

Now, go ahead, Mr. Pettibone. 

Mr. Perrisone. Mr. Chairman and members of the committee, 
at the hearing before your committee—excuse me. Could all the 
members have copies of this? 

(Chorus of “Yes”.) 

Mr. Perripone. At the hearing, your committee, on Friday, March 
11, 1955, the chairman asked that I be prepared to answer the ques- 
tions raised that day in a statement presented to you by Representa- 
tive Sidney R. Yates. I have attempted to do so by the preparation 
of a rather short statement which, with your permission, I would like 
to read. 

At the outset, Mr. Yates stated to the chairman that any difference 
between them is attributable to the difference in information fur- 
nished them, or more probably the unavailability of essential infor- 
mation. I am inclined to believe that most of the difference is due 
to the first reason. We have made fully available to the Armed Serv- 
ices Committee all of the information requested of us. As you no 
doubt appreciate, rubber disposal is not an uncomplicated subject. 
We have been aware, from the beginning of our duties, that the prob- 
lems of disposal are extremely complex, as are their solutions. It 
is very important in appraising the program to be aware of these 
complexities and to have all relevant facts at hand. That we deem 
to be the purpose of these hearings. Most respectfully, I must differ 
with Mr. Yates’ conclusions. I believe the underlying facts will dis- 
sipate much of his concern with the disposal program. 

I might add specifically that exhibit A to Mr. Yates’ statement, 
entitled “Disposal Commission’s Estimates of Return Based on Pro- 
posed Sales Prices,” is not a Disposal Commission document and un- 
fortunately is not accurate. The amount of return to the purchasers 
is stated only as a percentage of the proposed purchase price of the 
facilities and does not take into consideration, for example, working- 
capital requirements. 

We quite agree with Mr. Yates that earning power should be the 
prime factor in the establishment of the purchase prices for these 






































1205 


facilities. That is the yardstick we used, as our report specifically 
states in several places. We are criticized for not furnishing the 
Congress with underlying data showing the earning potential of the 
facilities. To have done so, gentlemen, would have required the many- 
fold expansion of our report in order to present voluminous data 
of a highly specialized technical industrial engineering nature. It 
was out of place in our report. We retained an independent indus- 
trial engineering firm to make such technical studies for us. They 
did so in great detail, over a period of more than 12 months. We 
have not withheld such information. We have presented to this com- 
mittee, in some detail, a summary of the evaluation method followed 
and the assumptions used. This was furnished in a letter dated March 
2, 1955, as the answer to question No. 7 in that letter. 

That is the letter submitted by you, Mr. Chairman, to us. 

Mr. Yates asked a series of questions on the selling prices of the 
plants, pointing out differences in prices which seem at variance with 
the relative capacities of the plants. These questions are apparently 
based on the assumption that all plants should sell for the same num- 
ber of dollars per ton of capacity. This is not so. These plants differ 
greatly in such matters as their size, their location in relation to sup- 
plies of raw material, their location in respect to markets for their 
product, efficiency and the extent of incorporation of new or special- 
ized techniques of manufacture. All of these factors had to be weighed 
by the Commission’s industrial engineers and by the Commission in 
evaluating their earning potentials. Similarly, consideration had 
to be given to such factors as justifiable deductions for excessive war- 
time building costs and possible obsolescence, and finally to the im- 
portant element of how much we could negotiate a buyer into paying. 
The early acceptance of the Commission’s views as to values by sev- 
eral of the buyers was useful in negotiating other bids upward. Fi- 
nally, the differences between the buyer and seller were reconciled in 
the course of long negotiations by the constant exercise of judgment 
and the element of give and take. Our negotiations resulted in sales 
prices for the plants which were in excess of $30 million more than the 
initial high offers of May 27. Further, unsuccessful bidders were 
negotiated up by about $75 million. 

Mr. Yates asked if competitive interest in the purchase of certain 
plants served to raise their sales prices. It certainly did. The more 
competition we had for each plant, the happier the Commission felt. 
However, we did not have competitive interest for many plants. This 
was expected. The disposal report of the RFC to Congress of March 
1953, and the subsequent legislative history of the Disposal Act both 
emphasize that because of the nature of the plants and the require- 
ments placed on purchasers, wide competition in bidding could not 
be expected. We submit to you that nonetheless the Commission has 
achieved full fair value for these facilities. 

Now we come to the question that has unfortunately been rather 
confused, the question of the availability of rubber to small business 
and its relationship to the capacity of the plants. This can be a com- 
plicated subject. It is unquestionably an important one, to which the 
Commission gave much consideration. I appreciate Mr. Yates’ con- 
cern for the supply of rubber to small fabricators, and were the facts 
as he states them, I would share his concern. But fortunately they 
are not. 
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At the outset let me state that the maximum capacities are not fic- 
titious. They are based on actual engineering experience in the op- 
eration of these plants over more than 10 years, and furthermore they 
are the capacities which purchasers are required to maintain under 
the national security clause—a 10-year obligation. ow can be met. 

May I interrupt just a moment to express to you, Mr. Chairman, 
the great appreciation the Commission feels of the technique you em- 
ployed in having these bidders come in here and state publicly in a 
record that will last what they understood they had agreed to do. We 
hired competent lawyers to advise us as best they could, but the record, 
sir, that you made here I think is an extraordinary accomplishment 
and we appreciate it. 

The Cuairman. I want to thank my staff for working it out. We 
thought that was the way to make the issue clear cut, so the House 
and the’country could have a clean-cut picture of the situation. 

Mr. Perripone. Yes, sir. 

Now, to the availability of rubber for small business. Mr. Yates 
concludes that when operation is at Jess than maximum capacity, small 
businesses will have available less rubber than they purchased in pre- 
vious years. This is not so. Both the conclusion and the premise 
upon which it is based should be examined. In fact, at lower than 
capacity production small businesses will have available more rubber 
than they need. Before getting into figures, let’s look at the eco- 
nomic facts of life. 

When plants are run at less than capacity, it means that demand for 
synthetic is down, and generally that means demand all across the 
market—the large fabricators and the small ones. At the same time 
there is the compelling economic pressure for higher production of 
synthetic because obviously the higher the production the greater the 
profit. As production decreases so does the profit margin. Thus 
when demand is less than capacity, the small fabricator will have 
available not only his contractually reserved percentages but also he 
will have available all of the capacity that is not then under produc- 
tion. Every effort will be made to sell him more and more rubber so 
that producers of synthetic may increase their output. This is simply 
in the economic self-interest of the producer. The small fabricator 
will indeed be sitting pretty. Now for some figures. 

The assumed position of Shell and Phillips was discussed with you 
at great length last Friday. Mr. Yates agreed, in response to a ques- 
tion from Mr. Nelson, that the very basis of his computation of the 
amount of rubber available to small business was the assumption that 
the Big Four would continue to take from Shell and Phillips in the 
proportion that they now take from those plants under Government 
distribution. Shell’s future sales, on the basis of distribution from 
that plant under Government operation, were assumed to be 90 per- 
cent to the Big Four and 10 percent. to small fabricators. The facts 
indicate otherwise. Government distribution is absolutely no guide 
to an estimation of private distribution. In the first place, the actual 
percentages from the west coast copolymer plant were approximately 
75 percent—25 percent rather than 90 percent-10 percent but even this 
is no guide. Under Government operation, all 27 plants were one 
integrated program. Shipments of rubber were made at the direc- 
tion of Washington solely on the basis of Washington scheduling and 
programwide economics. These factors will, of course, differ under 
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private ownership. Plants will produce different types of rubber and 
will sell to different markets. The Government scheduled primarily 
for its own convenience. By and large rubber was shipped to a cus- 
tomer from whichever Government plant happened to be nearest. 
This will not be so under private operation. Customers will be 
sought wherever economically feasible, and plants will ship to whom- 
ever they can sell. 

Yesterday’s hearing gives us some clue to the possible future dis- 
tribution to the Big Four from the Shell plant. In response to the 
committee’s question, which is your committee, three of the Big Four 
indicated some arrangement, preliminary or otherwise, to buy some 
rubber from Shell. The time spans were all for periods of less than 
ayear. They ranged from 8 months down to 1 month, with a l-month 
option. Projected over a year, they total about 40,000 long tons. 
Thus, on the basis of present information, and of course the situation 
may change either way, it appears that the Big Four (with one not 
buying) will consume about 45 percent of Shell’s output, not the 90 
percent forecast last Friday by Mr. Yates. 

The danger of predicting future distribution on the basis of Gov- 
ernment scheduling is just as graphically illustrated in the case of 
Phillips. Giving effect to past Government distribution, Mr. Yates 
assumed that 40 percent of Phillips’ output will go to the Big Four. 

The facts on this subject were also brought out at yesterday’s hear- 
ing. A representative of each member of the Big Four was asked if 
his company had any commitment to buy rubber from Phillips. 
Three of the Big Four said no. The representative of the fourth 
stated that his company had made preliminary arrangements (not a 
contract) to purchase some black masterbatch rubber from Phillips. 
He did not know the quantity. However, we have been informed by 
Phillips that it has over 40 separate contracts for the sale of its rub- 
ber, which contracts Phillips estimates will cover about 50,000 long 
tons. None of those contracts is with the Big Four. As this plant’s 
assigned capacity is 63,000 long tons, it is obviously impossible for the 
“preliminary arrangements” with the only one of the Big Four that 
has dealt with Phillips to come even close to being 40 percent of Phil- 
lips’ output. 

Let’s look at the relationship of Shell to the market in another way. 
The west coast plant is not favorably located. There is an appreciable 
freight disadvantage working against the shipment of its rubber east. 
That same freight disadvantage may at times, such as now for in- 
stance, make it economically sound for some of the Big Four to buy 
some of their west coast needs from Shell. However, there is this 
factor to consider: There may come times, when rubber demand is 
down, when it may make more business sense for the Big Four to ship 
rubber to the west coast from their gulf coast plants rather than to 
buy it from Shell. Thus, the Big Four will be at best uncertain cus- 
tomers because they have purchased plants which, even after the 
commitments they make for small business, are sufficient to supply 
virtually all of their historic demand. They will be impelled to run 
their own plants as near capacity as possible in order to avoid the 
reduction in profit that attends a reduction in capacity. Unless dic- 
tated by economics, it would not make sense for the Big Four to mini- 
mize or lose their own profits for the sake of buying rubber from, and 
paying profit to, another producer and a competitor. When eco- 











1208 


nomics (such as en ‘ates) dictate such action, however, such pur- 
chasers would release an identical tonnage of their own production to 
the open market ause they would be striving to keep production 
as near capacity as possible in order to m: iximize their profits. 

To repeat, in periods of less than maximum demand, the assump- 
tion from which so much confusion has arisen, there will be avail- 
able to the small consumer far more rubber than he has ever required. 
The facts I have just presented do not bear out the assumption, 
which Mr. Yates agreed was the basis of his computation of the 
amount of rubber available to small business, that the Big Four will 
continue to buy from Shell and Phillips in line with the pattern of 
Government distribution. 'The Commission firmly believes, therefore, 
that the needs of the small rubber fabricator, and, genet rally, fabri- 
cators other than plant purchasers, are, in fact, protected by the dis- 
posal program. 

I would point out that our report contains all of the data on which 
this last analysis is based. We have not withheld this important in- 
formation. 

Before I proceed, let me clarify one minor point, just for the record. 
We were criticized for referring to Copolymer Corp. and American 
Synthetic Rubber Corp. as “small business.” We have never so re- 
ferred to those two companies. Rather, we have characterized them 
both as representative of smaller rubber fabricators and the former 
as representative of smaller tire manufacturers, both of which state- 
ments are true and both of which categories of business must be pro- 
tected by this disposal program. In their rubber fabricating enter- 
prises they are definitely “smaller” when compared with the larger 
companies in the field. The Congress clearly looked with favor on the 
purchase of copolymer plants by such groups. 

I might add at this point that 57 corporations are involved as pur- 
chasers in the disposal program. In addition, 18 other corporations 
woh did not get plants filed proposals. 

Mr. Yates questions instances of integration, both those presently 
existing, without regard to the disposal program, and those that will 
be created by disposal. On the legality of those instances of presently 
existing integration, this Commission expresses no opinion. Inte- 
gration, under the antitrust laws, is a highly complicated and special- 
ized subject and its regulation is, of course, a matter for the Antitrust 
Division of the Department of Justice and the Federal Trade Com- 
mission. 

As to integration that will be created by disposal, the Commission 
has always borne in mind the statutory history of the Disposal Act. 
Several times in that history it was pointed out that the nature of 
the industry and the identity of the probable purchasers were such as 
would quite likely lead to instances of integration. It was further 
contended that this was not necessarily to be condemned as long as 
there are competitive s safeguards in the structure of the industry. 
These the Commission believes it has created. Because the Disposal 
Act was enacted in the context of this history, the Congress must have 
been aware of the likelihood that in some cases integration would 
occur. 

Every sale, and this includes integrated ones, has been reviewed by 
the Attorney General and approved by him as consistent with two 
standards—(1) the sales are not in violation of the antitrust laws, 
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and (2) the sales best foster the development of a free competitive 
synthetic rubber industry. 

In making these jindings the Attorney General requested much 
information from the Commission. Every bit of information he asked 
for was furnished. We consulted with the Department of Justice, 
as required by the statute, from the time of our appointment and 
throughout the performance of our duties. 

Against this background I would like to add a few brief comments. 

Mr. Yates contends that certain trade practices, which he character- 
izes as illegal, will be carried on after disposal and “undoubtedly 
would be immune from law.” I would not presume to pass upon 
their legality. hat is for the Department of Justice. If in fact 
illegal trade practices were carried on, they would most certainly not 
be immune from the law. Section 3 (e) of the Disposal Act spe- 
cifically states: 


Nothing in this Act shall impair, amend or modify the antitrust laws or limit 
and prevent their application to persons who acquire property under the pro- 
visions of this Act. 

Mr. Yates doubts that the major oil company purchasers will ecom- 
pete with those purchasers who are rubber companies. We believe 
that the share of the market already garnered by Phillips, as described 
earlier, speaks emphatically of the competition Phillips is already 
offering the rubber companies. And Phillips has no contract with 
any of the Big Four. 

Competition between Shell and the major tire companies was spe- 
cifically considered by the Attorney General in his statement of find- 
ings. He stated: 

The purchaser of the GR-S facility at Los Angeles, in order to make the 
fullest use of his productive potential, must penetrate the captive market repre- 
sented by the fabricating plants owned by the major tire companies in addition 
to building up its own market in the noncaptive area. Such a market structure 
would provide hard competition for the purchaser of the Los Angeles facilities 
(p. 34 of the Commission’s report). 

Mr. Yates criticizes the projected integrated ownership by Shell 
of three west coast plants, one for the production of styrene, one for 
the production of butadiene, and one for the production of GR-S. 
It is only by virtue of whatever economies there may be in this integra- 
tion that these three plants will be able to compete effectively with the 
more favorably located gulf coast plants. There is an appreciable 
freight differential working against the shipment of these commodi- 
ties east from California. With the economies possibly afforded by 
integration, the plants may be able to compete. Sold singly and 
separately, 1 very much doubt that they could. 

Mr. Chairman, that concludes my prepared statement on the matters 
raised by Mr. Yates. 

The Cuairman. Thank you very much, Mr. Pettibone. 

Now, have you any other facts you want to submit ? 

Mr. Perrrgone. The last section we have prepared, Mr. Chairman, 
was our answer under date of March 2 to the 16 questions which you 
propounded. 

The Crarnan. I put those in the record the other day. We can 
put them in the record, I think. Is there any pertinent fact—I think 
they are good questions we propounded, but they are very lengthy, and 
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I think they would answer the purpose of our making the record to 
just put them in the record, which I already have done. 

Now, have you any analysis or summing up of the questions, or 
Mr. Blandford can read briefly to the committee what the questions 
were and give an idea what we were trying to find out. I don’t want 
to burden you too much. 

Mr. Perrizone. Well, I would like to emphasize one thing, Mr. 
Chairman. 

The CHarrman. All right. 

Mr. Perripone. I don’t know how you wish to have it treated. 

A further considerable answer to Mr. Yates with respect to dif- 
ferences in value of plants is contained in our answer to your question 
No. 7. It is long. It is technical. It is before you. I don’t know 
what your pleasure is. 

The CuarrmMan. As far as I am concerned, you answered it in the 
statement right here. And the testimony that we have already de- 
veloped from the series of questions we asked has answered it com- 
pletely, to my way of thinking. 

Mr. Bianprorp. Mr. Chairman, I think the question at this point 
should be noted in the record so that any member who is interested 
will know it is in the record. 

The question that was propounded by you to the Commission was: 

Assuming that the sales prices for the plants are based on a going 
business basis, how were each of the plant sales prices established, that 
is, the amount to be produced, selling price, anticipated net profit, 
et cetera. 

Mr. Perripone. Mr. Chairman, I failed to call your attention—we 
have complete copies of this, and possibly the members of your com- 
mittee would like to have them now. 

The Cuairman. Yes. Pass around the answers to the questions. 

Mr. Blandford and Mr. Smart and myself and Mr. Courtney, I 
think, worked up 16 very intelligent questions that we sent them, be- 
cause we wanted to get the information, so when we were presenting 
this matter to the committee, the committee would have all the facts. 
We are trying to make a good record here. 

Now, let this go in the record, at the conclusion of Mr. Pettibone’s 
statement, the letter that I wrote and the letter received from Mr. 
Pettibone with his answers. 

(The material follows :) 

Marcu 2, 1955. 
Hon. CARL VINSON, 
Chairman, Committee On Armed Services, 
House Office Building, Washington 25, D. C. 

DEAR Mr. VINSON: We enclose herewith our answers to the 16 questions posed 
in your letter of February 15, 1955. For convenience, we have set out each 
question and related answer separately. 

We shall be very pleased to furnish any other information upon question. 

Sincerely, 
HoiMAN D. PETTIBONE, Chairman. 
Question No. 1 


Recognizing that the anticipated $51 million profit for 1955 represents un- 
usually heavy sales, but taking one-half of the average profit over the past 5 
years, $18 million (thus compensating for the lack of Federal corporation 
taxes )—how much capital investment would an average industry require to pro- 
duce a net profit of $18 million per year? 
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Answer: Figures are available from a number of sources with which to answer 
this question. The quarterly financial report prepared jointly by the Federal 
Trade Commission and the Securities and Exchange Commission for the second 
quarter of 1954 shows an average rate of profit of approximately 10 percent on 
stockholders’ equity for all manufacturing enterprises for the 12 months ended 
June 30, 1954. 

These figures are shown separately for about 25 different industries, and the 
figures vary greatly according to industry. The 10 percent given is the general 
average for all industry. A tabulation of the reports of some 3,400 companies 
made by the National City Bank gave substantially the same figures. These 
figures indicate that the average amount of capital investment required to earn 
a net profit of $18 million would be approximately $180 million. 

The following table illustrates the range of rates of profit which entered into 
the FTC-SEC figures and presents also the recent rate of profit history of the 
chemical, petroleum refining, and rubber products industries: 


3d quarter, |4th quarter,|Ist quarter,| 2d quarter, 
95e 1953 | 1954 1954 


Textile mill products 5.0 | 2.1 2.1 1.0 
Transportation equipment 12.2 14.1 15.5 18.4 
Chemicals and allied products - - 10.3 9.7 11.2 11 
Petroleum refining-_____._- ; 13.3 15. 0 12.8 12. 
Rubber prodacts, -.-.-...--.-...+-+---------- 11.5 10.1 10.3 10. { 


Question No. 2 


Please furnish examples of corporations that have been found by the Depart- 
ment of Justice to exercise undue control or excessive control in relation to 
percentage of total production controlled by such corporations. 

Answer.—The Department of Justice has furnished the following informa- 
tion in response to this question : 


PART I 


(The Federal Antitrust Laws, 1890-1951, Commerce Clearing House, Ine.) 
Blue Book No. Name of case 


976 United States v. Besser Manufacturing Company (Civil 8144, E. D. 
Mich.) : Complaint filed April 28, 1949, alleging violation of sections 1 
and 2 of the Sherman Act by 2 corporations and 3. individuals 
in the manufacture of concrete block machinery. Besser, the Na- 
tion’s largest producer, and Stearns Manufacturing Co., whose stock 
was partially owned by Besser, were alleged to have 65 percent of 
the dollar value of the concrete block machinery business, with the 
balance being divided among over 50 other manufacturers, with the 
nearest competitor having less than 8 percent of the whole. The 
district court found this combination to be a monopoly within sec- 
tion 2 of the Sherman Act (96 F. Supp. 304 (1951), and its finding 
was upheld by the Supreme Court (348 U.S. 444 (1952) ). 

912 United States v. United Shoe Machinery Corporation (Civil 7198, 
D. C. Mass.) : On December 15, 1947, a civil complaint was filed against 
the defendant to restrain alleged violations of sections 1 and 2 of 
the Sherman Act, charging monopolization of (1) the manufacture 
of shoe machinery and parts; (2) distribution of shoe factory sup- 
plies; and (3) attempting to monopolize the manufacture and dis- 
tribution of tanning machinery. The complaint alleged that the 
defendant supplied more than 75 percent of the total current demand 
for shoe machinery with varying percentages for the several types 
of machines and held that such market control, coupled with the 
market practices complained of, was in violation of section 2 (110 F. 
Supp. 295 (1953)). The Supreme Court affirmed the lower court in 
a per curiam opinion (347 U. 8. 521 (1954) ). 

855 United States v. General Instrument Corporation et al. (Civil 8586, 
D. C. N. J.) : Complaint under sections 1 and 2 of the Sherman Act 
filed on July 17, 1946, against 4 corporations and 7 of their officers 
charging a conspiracy in restraint of interstate commerce, monopoly, 
and attempt to monopolize the production and distribution of variable 
condensers (tuning devices used on radios to select broadcasting sta- 
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tions). General & Radio Condenser, another defendant, admitted manu- 
facturing 60 to 65 percent of the variable condensers manufactured and 
75 to 80 percent when the production of a third company was added. 
Such control, coupled with certain other illegal agreements, was held 
to have constituted a violation of sections 1 and 2 (87 F. Supp. 157). 

United States y. General Electric Co. (Civil 1364 D.C. N. J.) : Com- 
plaint under sections 1 and 2 of the Sherman Act. section 3 of the 
Clayton Act and section 73 of the Wilson Tariff Act filed on January 
27, 1941, against General Electric and others alleging a conspiracy to 
restrain and monopolize commerce in incandescent electric lamps and 
other electrical equipment. General Electric, the only manufacturer of a 
full line of lamp bases in the United States, was found to have-vioiated 
both sections 1 and 2 of the Act by monopolizing both the manufacture 
and distribution of such product. The Court found that General Elec- 
tric’s market control, through which it held monopoly over the industry, 
was made up of its own production of approximately 55 percent of the 
lamps sold and manufactured in the United States and the production 
of its licensees which General Electric effectively controlled, comprising 
30 percent of the lamps made and sold in the United States (S82 F. 
Supp. 753. ) 

United States vy. Aluminum Company of America (Eq. 85-73, S. D. 
N. Y.) : Petition under the Sherman Act filed April 23, 1937, against the 
Aluminum Company of America, certain of its subsidiaries, affiliates, 
officers, and directors alleging a monopoly in the manufacture of virgin 
aluminum in the United States. The fact that the Aluminum Company 
of America was the sole producer and seller of virgin aluminum during 
the period complained of was not in dispute. The district court found 
that even though in this particular case the evidence did not disclose 
exclusion or attempted exclusion of competitors and dismissed the case 
(44 F. Supp. 97). On appeal to the Circuit Court of Appeals, Second 
Circuit, the court considered what constituted the relevant market that 
Was monopolized and concluded that in the circumstances presented, 
over 90-percent control of production and sale of virgin aluminum 
constituted an illegal monopoly. By way of dictum the court stated 
it Was not certain whether 60 percent or 64 percent would be enough 
and that certainly 33 percent is not (148 F. 2d 416, 424 (1945)). The 
case was remanded to the district court wherein judgments were entered 
on April 23, 1946, in accordance with the circuit court mandate. 


PART II 


United States v. Bastman Kodak Company: On December 21, 1954, 
a complaint was filed under sections 1, 2, and 3 of the Sherman Act 
against Eastman alleging monopoly in the sale, distribution, develop- 
ment, and processing of color films for amateur use. The sales of East- 
man’s kodachrome film have always represented more than 90 percent 
of the amateur color film for miniature cameras. <A consent judgment 
was entered on December 21, 1954. 

United States vy. United Fruit Company: On July 2, 1954, the United 
States filed a civil action under sections 1 and 2 of the Sherman Act 
and section 78 of the Wilson Tariff Act against United Fruit Co. 
charging it with monopolizing and restraining, interstate and foreign 
trade in bananas. From 1935 through 1953, except for the war years 
United consistently imported annually more than 50 percent by stems 
of all the bananas brought into the United States. This case is pending. 

United States vy. The Cincinnati Milling Machine Company ct al. 
(Civil 13401, E. D. Mich.) : Complaint under sections 1 and 2 of the 
Sherman Act filed on April 19, 1954, charging three corporations with 
conspiring to restrain and to monopolize interstate trade and commerce 
in the manufacture and sale of milling machines. The defendants and 
a coconspirator, Ingersoll Milling Machine Co., were alleged to have 
produced over 75 percent of all milling machines in the United States 
by dollar value. On April 19, 1954, a consent judgment was entered 
enjoining certain of the restrictive practices and canceling 


certain 
agreements. 
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United States v. The Torrington Company (Civil 4840 D. Conn.) : 
Complaint under sections 1 and 2 of the Sherman Act filed on March 30, 
1954, charging the corporation with restraining, attempting to monopo- 
lize, and monopolizing interstate trade in machine needles by acuiring 
the assets of principal manufacturers of machine needles; entering into 
exclusive dealing arrangements with builders of sewing machines, 
shoe manufacturing and repairing machines, and knitting machines, 
by which Torrington agrees to make machine needles solely for these 
builders refusing to sell machine needles to others than those machine 
builders for domestic use; and indusing machine builders to purchase 
their entire reuirements of machine needles from Torrington. 

The complaint alleged that Torrington annually produced 100 per- 
cent of all sewing machine needles sold on the open market in the 
United States (other than the production of Singer which is exclusively 
for its own machines). The case is pending. 

United States v. R. L. Polk & Company et al. (Civil 13135, E. D. 
Mich.) : Complaint under sections 1 and 2 of the Sherman Act filed on 
January 8, 1954, charging 1 unincorporated trade association and 4 
corporations with conspiring to restrain and to monopolize, attempting 
to monopolize, and monopolizing trade and commerce in the publication 
and sale of city directories. In 1951 defendants accounted for ap- 
proximately 75 percent of the total dollar sales volume in the United 
States. Defendants also published and distributed over four-fifths of 
all the individual volumes of city directories printed in the United 
States in 1951. The ease is pending. 

United States v. Amertean Smelting and Refining Co. et al. (Civil 
S8—249, S. D. N. Y.) : Complaint under sections 1 and 2 of the Sherman 
Act, filed on October 9, 1953, charging two corporations with restrain- 
ing, attempting to monopolize and monopolizing interstate and foreign 
trade in the production and sale of primary lead, by regulating pro- 
duction, exercising control over the refining and marketing of com- 
petitors’ production, by cartel arrangements, and by price fixing. 
During the period 1935 through 1949, American Smelting & Refining 
Co. smelted or refined an average of 60 percent of all primary lead 
produced in the United States and in the same period St. Josephs Lead 
Co., another defendant, mined an average of 33 percent of all lead 
mined in the United States. The case is pending. 

United States v. National Malleable and Steel Castings Co. et al. 
(Civil 30281, Cr. 20962, N. D. Ohio) : Complaint and indictment under 
sections 1 and 2 of the Sherman Act, filed on May 22, 1953, charging 1 
voluntary trade association, 6 corporations with combining and conspir- 
ing to restrain and to monopolize, and with monopolizing interstate and 
foreign commerce in railroad-car couplers, coupler parts, and yokes. 
It was alleged that defendant manufacturers make and sell more than 
75 percent of the yokes used in the United States railroad industry. 
The case is pending. 

United States v. Standard Oil Company (New Jersey) et al. (Civil 
86-27, D. C. D. C.) : Complaint under sections 1 and 2 of the Sherman 
Act and section 78 of the Wilson Tariff Act, filed on April 21, 1953, 
charging five corporations with conspiring to restrain and monopolize 
the interstate and foreign petroleum industry. It was alleged that. the 
defendants control 81.5 percent of the world’s estimated crude eil re- 
serves and 90 percent of the estimated crude oil reserves outside the 
United States, Russia, and Mexico. The case is pending. 

United States v. The Procter & Gamble Company, et al. (Civil 
1196-52, D. N. J. (Newark) ): Complaint under sections 1 and 2 of the 
Sherman Act filed on December 11, 1952, charging the Procter & 
Gamble Co., Lever Brothers Co., the Colgate-Palmolive-Peet Co., and 
the Association of American Soap & Glycerine Producers, Inc., with 
restraining and monopolizing the manufacture and sale of soap and 
synthetic detergents for household use. It was alleged that in the 
year 1951 Procter, Colgate, and Lever produced and sold 75 percent 
of the national sales of household soap. The case is pending. 

The United States v. National Ice and Cold Storage Co. of Calif. et al. 
(Civil 142290, S. D. Calif.) : Complaint under sections 1 and 2 of the 
Sherman Act filed June 11, 1952, charging that the defendants con- 
spired to restrain and monopolize the manufacture and distribution of 
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ice for use in the preservation, processing, and shipping of perishable 
foods, and for use in transportation of passengers, in interstate and 
foreign commerce. The complaint alleged that the defendants and 
coconspirators control, manufacture, and distribute over 80 percent of 
the ice manufactured in the State of California for the above pur- 
poses. A consent judgment was entered on January 14, 1954. 

1132 United States v. Union Ice Company etal. (Cr. 22, 360, S. D. Calif.) : 
Indictment under sections 1 and 2 of the Sherman Act filed June 4, 
1952, charging the defendants conspired to restrain and monopolize 
manufacture and distribution of ice for use in the preservation, proc- 
essing, and shipping of perishable foods, and for use in transportation of 
passengers, in interstate and foreign commerce. The indictment charged 
that the defendants and coconspirators control, manufacture, and dis- 
tribute over 80 percent of the ice manufactured in the State of Cali- 
fornia for the above purposes. 

Pleas of nolo contendere were entered in January 1954. 


Question No. 3 

Has any definite evidence been submitted to the Commission that would 
indicate that private enterprise will produce: (a@) More synthetic rubber, (0) 
improved synthetic rubber, (c) cheaper synthetic rubber, if the plants are sold? 

Answer.—The Commission has no definite evidence on these three questions. 
Our opinions and impressions, however, are as follows: 

(a) Will private industry produce more synthetic rubber? 

The March 1953 report of the Reconstruction Finance Corporation was pre- 
mised on the belief that the total demand for synthetic rubber would increase in 
both the near and long-term future. Estimates from the Department of Com- 
merce, presented in the answer to question 4 below, conform with this premise. 

The RFC report concluded that as the demand for rubber exceeded the capac- 
ity of the present Government-owned plants, private industry, if it purchased the 
facilities, would create new capacity to satisfy this demand. 

The Commission reiterated this belief in its report to the Congress of January 
24 of this year. As rubber demand increases, commercial self-interest will, 
the Commission believes, dictate the necessary increase in capacity either by 
the,expansion of existing plants or the construction of new ones. 

(0) Will private enterprise produce improved synthetic rubber? 

The history of synthetic rubber has been one of constant product improve- 
ment in both the Government and private areas of production. The Commission 
believes that quality will continue to be improved when this industry is in 
private hands. Influences in this direction will be competition among private 
producers and the expected continuance of dynamic research in this field. 

(c) Will private enterprise produce cheaper synthetic rubber? 

The Commission’s views on this question are presented in the answer to 
question 10. 


Question No. 4 

What is the best estimate available as to the projected supply and demand 
for rubber (synthetic on the one hand, and natural on the other) for the next 
5 years? 

Answer.—Attached is a copy of a letter (dated February 21, 1955) to the 
Commission from Business and Defense Services Administration of the Depart- 
ment of Commerce presenting estimates of rubber supply and demand for the 
next 5 years. 

To satisfy the demand for synthetic, the following domestic supply will be 
available, assuming the completion of the Commission’s disposal program. 


To be sold by the Commission : Long tons 
ME ee Ghee i tS oe aera ne Me, As Rett pee te Ee 689, 000 
ai aa i ran ce ages min cn oe 90, 000 

REE REE EA Tee epee Eerie nace ct oa ial tee pty Ae ahi ne 779, 000 

Presently privately owned (approximate figures) : 

REET Per pater 2: SR ee teh aes. ede enn toe aerate 2, 000 

Fa Sates Tiree ares ateiahllors Seehactta as 2a een et cadet agers bn 85, 000 

ee ccopmpecepnaibanindatl 25, 000 
a 112, 000 














The figures given by the Department of Commerce for demand for synthetic 
are not directly comparable with those given below. The Department of Com- 
merce figures include the oil content of oil-extended GR-S; the 689,000 long-ton 
GR-S capacity figure for the plants proposed for sale by the Commission is net 
of oil content. As a guide to comparing these figures, production statistics for 
fiscal 1954 are helpful. In that year approximately 8.5 percent of GR-S pro- 
duction (including oil) was attributable to the oil content. 


Questions Nos. 5 and 6 


5. What is our present stockpile position with respect to natural rubber? 

6. The stockpile report to the Congress indicates that our objective has been 
reached and I presume therefore that our stockpile of natural rubber is adequate. 
Who has agreed to this finding in (@) Government, (0) industry? 

Answer.—The Office of Defense Mobilization, by letter dated February 28, 
1955, supplies the answers to questions Nos. 5 and 6: 


Deak Mr. PETTIBONE: This is in reply to your letter of February requesting 
information with regard to questions 5 and 6 of the attached letter dated Febru- 
ary 15 from Representative Carl Vinson, chairman of the House Committee on 
Armed Services. 

“Reply to question 5: 

“The stockpile objective for natural rubber has been attained. 

“Reply to question 6: 

“(a) The last complete review of the stockpile objective for natural rubber 
was made in 1951 by the Munitions Board and approved by the Chairman of 
this Board in November 1951. The following governmental agencies concurred 
in the proposed objective: State, Interior, Reconstruction Finance Corporation 
(Synthetic Rubber Division), Agriculture, Tariff Commission, Navy, Army, Air 
Force, and the Munitions Board. The Department of Commerce (National Pro- 
duction Authority) and the Defense Production Administration were of the opin- 
ion that the proposed objective was 25 percent higher than could be justified and 
so informed the Chairman of the Munitions Board in writing; 

“(b) The rubber industry was consulted with regard to the policies and pro- 
cedures to be used in arriving at a revised stockpile objective for natural rubber 
at a meeting of the Munitions Board Rubber Industry Advisory Committee held 
in July 1950. The membership of this Committee is attached. The Industry 
Committee members were no consulted with regard to the specific stockpile fig- 
ures since this information is classified. 

“We initiated another complete review of the stockpile objective for rubber in 
July 1954. Changes in military programs have delayed submission of military 
requirements, but we have been informed that this difficulty has been very re- 
cently resolved and that the military requirements will be available within the 
next few months. 

“In this study the Department of Commerce is estimating the emergency civil- 
ian requirements for rubber and has solicited industry advice in accordance 
with customary past practices. 

“Before promulgation of a new stockpile objective for rubber, in accordance 
with our usual procedures, the study will be reviewed by both ODM’s Interde- 
partmental Chemicals and Rubber Advisory Committee and the Materials Advis- 
ory Committee with the following departments and agencies participating: 
Defense, State, Commerce, Interior, Agriculture, Treasury, Labor, and the Tariff 
Commission. 

“If any further information is desired, please do not hesitate to call upon us. 

“Sincerely yours, 
“ArTHUR S. FremmMine, Director.” 


DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington 25, February 21, 1955. 
Mr. M. G. HEtIns, Jr., 
Deputy Executive Director, 
Rubber Producing Facilities Disposal Commission, 
Washington 25, D.C. 

Dear Mr. Hetns: We acknowledge your letter of February 15 requesting esti- 
mates concerning the supply-demand outlook for rubber for the next 5 years, and 
subsequent telephone conversations with you .and with Mr. Harold W. Sheehan 
concerning your desire for a tabular statement which can be furnished to the 
chairman of the House Armed Services Committee. 
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Agreed industry estimates on this subject have been made with our participa- 
tion for 1955 and 1956. The remaining estimates shown in the table below have 
been made in the Rubber Branch of the Business and Defense Services Adminis- 
tration to meet your request. 

Starting from 1956, you will see that we expect a gradually rising world 
production of natural rubber, resulting from the coming into production of 
acreage planted or replanted with high-yield trees in Malaya during the past 
¢ years. 

The estimates for total new rubber consumption outside the United States 
after 1956 represent a projection from 1956 at the rate of approximately 5 pereent 
annually, which is less than the rate of growth experienced in recent years. The 
expectation that foreign countries will increase their use of synthetic rubber, 
as a result of plans now afoot for manufacture of this material in the United 
Kingdom and France, and for expansion of production in Western Germany, and 
(assuming disposal) as a result of cultivation of foreign markets by private 
owners of our synthetic rubber industry, is reflected in the estimates. 

The order of magnitude is necessarily guesswork, but the estimates enable 
the balance of natural rubber (after foreign demand) to be calculated to show 
how much might become available for use in the United States. 

It should be stated that foreign consumption estimates exclude the [ron Curtain 
countries consumption of rubber that is produced within Lron Curtain areas, 
as this unknown amount does not affect the calculations; estimated imports of 
natural rubber into Iron Curtain countries, are, however, included and counted 
as foreign consumption. 

The estimates for total new rubber consumption in the United States after 
1956 represent a projection from 1956 at the rate of approximately 3 percent 
annually, which is near the rate of population growth, and well below our past 
rate of growth of rubber consumption. 

Natural rubber consumption in the United States is taken as almost equal to 
the “world production less the foreign consumption,” and the remaining tonnage 
required to make up the total estimated United States consumption for each year 
would represent the domestic demand for synthetic rubbers of all types. 


Estimated rubber supply demand, 1955-59 


[1,000 long tons] 





1955 | 1956 








1957 | 1958 | 1950 

ts = | _ } | 
World production of natural rubber---__.......----- 1, 805 | 1, 800 1, 820 1, 840 | 1,860 

New rubber consumption outside the United States: | 
OS rae — — 1, 220 1, 275 1, 305 | 1, 355 1, 405 
Synthetic_ Salcseeel 110 135 | 175 | 200 225 
Total ecapes 1, 330 1,410) 1,480 | 1,555 | 1, 630 
Remaining natural rubber available ---____- : 585 525 515 484 | 455 

United States: } | 
New rubber consumption eer ee ee ae 1, 330 1, 340 | 1, 380 1, 420 | 1, 460 
Natural 3 abstain " 568 520 510 480 450 
Demand for synthetic_- iia icieeaiadia ane | 762 820 870 940 1,010 


Actually, annual consumption may be expected to fluctuate, with downs as 
well as ups, according to past experience, instead of steadily increasing. 

All of these estimates assume normal economic operations, no unusual inter- 
ruptions, a world without a major war, and no serious trade depression or 
unusual boom. 

The table indicates a declining tonnage of natural rubber annually available 
for importation into the United States, and a need for considerably increased use 
(both in tons and in percentage of total new rubber) of synthetic rubber in each 
succeeding year. 

Since 1949 the lowest ratio of natural rubber to total new rubber consumption 
in any year in the United States was 36 percent in 1952, a year of Government 
restriction of consumption of natural rubber to facilitate maximum strategic 
stockpiling of the commodity. 

The outlook for 1958 and 1959 would call for a ratio lower than 36 percent. 
Because of the high rate of United States consumption of natural latex, the out- 
look is for a sharper contraction in percentage usage of dry natural rubber 
than of total natural rubber, which will necessitate industry adjustments in com- 
pounding and rubber formulas. 
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The present capacity for production of the synthetic rubber facilities which 
nay be expected to become privately owned, plus those ne@prene and N-type 
facilities already in private hands, is well known to your Commission. You will 
be able to calculate a projected degree of adequacy of supplies of synthetic rubber 
based on these existing capacities. 

In doing so, it should be borne in mind that the United States consumption 
usually fluctuates considerably within a year on a seasonal basis, and from eco- 
nomic causes, and that natural rubber production also fluctuates from seasonal 
as well as economic conditions, so that a theoretically balanced position for a 
year would not necessarily mean a similarly balanced position for each half 
of the year. 

Future capacity for production of synthetic rubbers will undoubtedly be in- 
creased, perhaps by process changes, and by additions of equipment, expansions 
here and abroad, and removal of bottlenecks so the existing capacity is not the 
sole consideration. It is not inconceivable that during this term of years there 
may be some exports of Iron Curtain produced synthetic rubbers to Europe or 
other parts of the free world. 

Sincerely yours, 
E. G. Horr, 
Assistant Director for Rubber, Chemical and Rubber Divisiex. 
Question No. 7 

Assuming that the sales prices for the plants are based on a going-business 
basis, how were each of the plant sales prices established? (i. @, amount to be 
produced, selling price, anticipated net profit, etc.) 

Answer.—The sales prices represent the composite judgment of the three Com- 
missioners and staff members who dealt with this subject. Because the plants 
differ.in such particulars as size, location, efficiency, and the extent of incorpora- 
tion of new or specialized techniques of manufacture, it was not practicable to 
use one formula for each situation. In some cases normal standards had to be 
adjusted inorder that criteria of the act other than full fair value be met. 

Before and during the negotiating period studies by industrial engineers em- 
ployed by the Commission were made. 

At the request of the Commission, the prospective purchasers gave compre- 
hensive information covering proposed plant operations and their opinions as to 
future earnings. The information given by these bidders was compared with 
data assembled independently by the industrial engineers. 

As the Commission stated in its report to the Congress, primary reliance was 
placed on potential earning power of the facilities in arriving at their sales 
prices. In adopting this method, the Commission followed the procedure gen- 
erally used in valuing going businesses. 

The earning power valuations were made for the Commission by the independ- 
en industrial engineers retained by it; their methods are presented below. 

The usual procedure is to examine the record of past operation, adjust each 
element of cost for any anticipated changes in conditions, calculate, on this basis, 
the probable average annual future earnings and finally capitalize these earnings 
at a rate considered appropriate for the risk of the particular type of business. 

It should be noted that, in this instance, the differences between past and 
future conditions are more marked than often in the case. 

Under Government ownership the plants have been operated as an integrated 
unit. Butadiene and most of the styrene have been charged into the copolymer 
plants at cost of manufacture. The selling price of GR-S and butyl has been 
arbitrarily fixed by the Government. Under private ownership most of the 
butadiene and copolymer plants will be operated as single units; in some cases, 
the butadiene plant will be operated in conjunction with the adjacent copolymer 
plant; all plants will be operated on a profit making basis. 

Selling prices of butadiene and synthetic rubber will be fixed by free market 
eonditions. Each copolymer plant will probably produce a greater diversity of 
produets. 

In the calculations, ranges of prices and costs were assumed, and several valu- 
ations of each plant were made based on varying sets of assumptions. 


55066—55—No. 10——16 
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The following table shows analyses on a unit basis of typical butadiene and 
copolymer plants and indicates the relative importance of each element of cost: 





Butadiene | Copolymer 
} 


|“ | | ig | 

| Cents per | Percent of | Cents per Percent of 
pound sales pound sales 

| ] 





Sales price i eatinle sie comaiheiaiicdl Le -| 14. 00 





Cost (raw materials): Butylene, 14% cents per gallon; | | 
butadiene, 14 cents per pound; styrene 17 cents per | | | 





pound____. pene ear Kher EGA ER 4.00 28. 6 13. 82 60.0 
Conversion, excluding depreciation.____-_- fate ve 3 | 3.43 | 24.5 3.93 | 17.1 
Depreciation (10 percent) { Set. Aaya | 1. 59 | 11.4 | - 91 | 4.0 
Administrative, selling and research; royalty. ----_----- . 86 | 6.1 1. 38 | 6.0 
Insurance and interest oe eh | . 44 3.1 - 20 | 9 

Total costs si a } 10. 32 | 73.7 | 20. 24 | 85.0 
Profit before Federal income tax___- bbenicavean sate 3. 68 | 26. 3 | 2. 76 | 12.0 
Federal income tax (52 percent) - _-- 1.91 | 13.7 1. 44 6.3 
Net profit..._.... ; : ‘ ; 1.77 | 12. 6 1. 32 5.7 


The following comments summarize the important assumptions made and the 
reasons therefor : 

GR-S and butyl selling prices: 

The assumed selling price of standard GR-S and butyl was 23 cents per pound 
f. o. b. producing plant, the current Government selling price. 

Raw materials: 

Butadiene and butyle plants: All process f. 0. b. producing plant. Yields were 
based on performance of recent past at each plant. Normal butylenes and iso- 
butylene in BB stream were priced at from 13 to 15 cents per gallon, based 
on the alternate use value of 115/146 volatile aviation gasoline, the most valu- 
able and largest other use for butylenes. 

This price range is less than most of the Government’s current purchase con- 
tracts and reflects the recent decline in the price for 115/145 Avgas paid by the 
Government, the principal purchaser. 

Butane at Borger was priced at from 5% cents per gallon based on its use in 
liguified petroleum gas. 

Copolymer plants: Butadiene was priced at from 14 to 15 cents per pound at 
which prices adequate profit would be attained by the butadiene plants. 

Styrene was priced at from 17 to 18 cents compared to the present quoted 
market of 18 cents. 

Styrene plant: Benzene was priced at 43 cents per gallon and propane at 4.3 
cents, Which prices are about the present cost to the Government. 

Conversion costs were based on the performance of the recent past. 

Depreciation rates used were 74% and 10 percent of the purchase price which 
assumes a remaining life of assets purchased of from 1314 to 10 years. 


ADMINISTRATIVE, SELLING AND RESEARCH AND DEVELOPMENT 


Butadiene plants: 314 percent of sales 
Copolymer plants: 4% and 5 percent of sales 
Butyle plants: 6 and 8 percent of sales 
Styrene plant: 5 and 8 percent of sales. 


Insurance: Government is self-insured. To allow for insurance other than 
minor insurance now carried by the Government, a cost of $0.75 per $100 of value 
was allowed, based on the advice of a leading insurance agency. 

Interest: To allow for the 4-percent interest on the declining balance of the 
mortgage, 2 percent on the total purchase price was allowed. 

Federal income tax: Calculations were made on the basis of 52 percent and 
47 percent. 

Other factors affecting valuation: 

Rated capacity: The basis for establishing the rated capacity was the past 
record of production adjusted for any recent additions to the facilities. 

Rate of operations: Copolymer plants. It was assumed that average annual 
production of a period of years would be 80 percent of the rated capacity. At 
Los Angeles, operation at 67.4 percent of rated capacity was assumed because of 
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the limitation in supply of butadiene from the adjacent plant when operated 
independently of the El Segundo plant. 

A lower rate of production is justified in view of the possibility that a large 
part of the present consumption in the area (that going to the Big Four fabricat- 
ms plants) may be supplied from the plants in the Gulf area owned by the Big 
‘our. 

Butadiene plants, it was assumed, would operate at 80 percent of capacity 
except at Lake Charles, Baton Rouge, and Torrance where 100-percent operation 
would be required to supply the adjacent copolymer plants when producing at 
the assumed rate. 

Styrene plant, it was assumed, would operate at 70 percent of capacity. In 
using this figure consideration was given to the low rate of operation at the Los 
Angeles GR-S plant and the present overcapacity of all styrene plants. 

Butyl plants, it was first assumed, would operate at 85 percent of capacity in 
view of the large assured outlet for inner tubes. After the changeover to tube- 
less tires, which require less butyl, the figure was reduced to 80 percent. 

Working capital: 

Butadiene plants: Working-capital requirements were assumed at 12 percent 
of sales. 

GR-S plants: 12 and 18 percent of sales. In the case of the Borger plant, a 
calculation was made on the basis of 24 percent of sales because of the fact that 
the operator of this plant will have no captive market, and warehousing of many 
types of GR-S near fabricating areas will be required. 

Butyl plants : 12 percent and 18 percent of sales. 

Styrene plant : 12 percent, 18, and 24 percent of sales. 

Rate of return: 

Studies by SEC, FTC, and private banks show a wide variation in average net 
profit over a period of recent years as a percent of total invested capital. Varia- 
tion is found between different types of industries and between companies of one 
industry. Based on these studies, calculations were made on the basis of capi- 
talizing estimated average future earnings at 12% and 10 percent. 

In addition to estimated earning power, the Commission considered such other 
factors as the proposals received, replacement costs, depreciated values, justifiable 
deductions for excess wartime building costs, possible obsolescence, other miscel- 
laneous pertinent items, and, finally, the important element of how much the 
buyer was willing to pay. 

The early acceptance of the Commission’s views as to values by several of 
the buyers was useful in negotiating other initial bids upward. Finally, the 
differences between the buyer and seller were reconciled in the course of long 
negotiations by the element of give and take. 

The sale of the alcohol butadiene plant to Koppers Co., Inc., presented a 
singular problem, as fully disclosed in the Commission’s report, and the foregoing 
discussion is acecrdingly not applicable to that particular case. 


Question No. 8 


What agreements or public announcements have been made by probable pur- 
chasers with respect to the sale of inventories on hand at the transfer date, 
including availability to small business and price? 

Answer.—The Commission has been furnished statements as follows by the 
prospective purchasers regarding their plans for sales of inventory on hand at 
the transfer date. Direct quotations are from letters or telegrams to the Com- 
mission unless otherwise indicated. 

1. American Synthetic Rubber Corp.: “Specifically with regard to the inven- 
tories which will be on hand at takeover date, it is our intention to sell these 
inventories at the same prices at which they are billed to us by the Government, 
with the freight cost of shipping such inventories from their existing locations 
to the customers’ plants to be borne by the customer. 

“It is estimated that our share of these inventories will amount to approxi- 
mately 2,700 tons, and it is estimated that we should have approximately 2,000 
tons available for sale to users outside of our own group of stockholders.” 

2. Copolymer Corp.: The Commission was advised by telephone that the 
amount of inventory to be purchased by this company is so small in comparison 
with the constituents’ needs that the constituents will consume it. The following 
is quoted from a subsequent letter: 

“While the Copolymer Corp., consisting of seven constituents, all of whom 
are comparatively larger users of synthetic rubber, did not and does not know 
now just what the inventory will be, nevertheless the constituents have agreed to 
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take whatever portion was allocated to Copolymer and at the prevailing Govern- 
ment price in order to have a smooth transition to private industry. By Gov- 
ernment price is meant the present Government consumer selling price.” 

8. Goodrich Gulf Chemicals, Inc.: “As Goodrich-Gulf has stated before, we 
will have a substantial volume of rubber to offer for sale on the open market. 
It is our intention to make this rubber available to both large and small 
consumers.” 

The following is from a letter sent to approximately 300 rubber consumers : 

“This is to advise you the inventory will be purchased at the official FFC 
quoted price for each type of GR-S acquired, and will be offered for resale by 
Goodrich-Gulf Chemicals, Inc., at the acquired price.” 

4. Phillips Chemical Co.: “Phillips Chemical Co. has long been offering syn- 
thetic rubber to the small rubber companies on the basis of contract form 
attached. (Basically the same contract as that attached to Phillips proposal 
except that the third and fourth sentences of section 3 have been deleted, thus 
denying to Phillips any right of escalation of rubber price on the basis of the 
increase in its negotiated purchase price for the plant above its original proposed 
amount. ) 

“The average transportation cost to us will be about 1.5 cents per pound, 
bringing our f. o. b. plant realization to 23.5 cents per pound plus the labor 
escalation which, if unchanged from the January 1955, preliminary index, would 
result in a delivered cost to the customer of 25.1 cents per pound and an average 
f. 0. b. Borger price of 23.6 cents per pound. 

“It is our intention to sell the inventory acquired from Federal Facilities 
Corporation at the same price as newly produced rubber.” (As described above. ) 

“It should be noted that upon learning of the Bureau of Labor Statistics 
average hourly earnings index in SIC Group 29 for February 1955, the Phillips 
delivered price to its contract customers will be fixed for the 12 months follow- 
ing the date of start of private operation. We have felt that the naming of a 
firm price for synthetic rubber which would prevail for the first 12 months of 
private operation would be a stabilizing influence, would permit our customers 
to compute their raw material costs on a known basis, and would be advan- 
tageous to all of the rubber processors buying from Phillips as well as to the 
end users of their products. Thus, Phillips’ fixed price under a 12 months’ con- 
tract should not be initially compared with a spot price or a price subject to a 
quarterly change quoted by others. The weighted-average prices paid by the 
rubber users for the first year will, of course, be more revealing when they are 
known. 

“It will be noted that should Phillips make any general reduction in syn- 
thetic-rubber prices, all of the contract buyers will receive the benefits. If the 
prices were increased after the end of the first year, the customers: may termi- 
nate. The customers may also terminate upon receiving lower-bona fide prices 
after the first year, if Phillips does not meet them.” 

>. Goodyear Synthetic Rubber Corp.: “Goodyear expects to make available 
to small users and others at least the same proportion of inventories purchased 
as of the transfer date as the capacity of the plants purchased by Goodyear 
represents to the total capacity sold, and at competitive prices. It is anticipated 
that prices will be about the same as heretofore existing under Government 
operation plus actual freight.” 

6. Shell Chemical Corp.: The following is quoted from a letter sent by Shell 
to several hundred potential customers in the Western States: 

“We thought you would be interested to know that in bidding on the Los 
Angeles facilities, we have visualized ourselves as future marketers of GR-S 
products primarily in the plant’s natural trade area, i. e., the Western States. 
We are happy to advise you that your needs for our products will be our primary 
concern and that it will be only after making every reasonable effort and pro- 
vision to secure your business in the western area that we plan to offer our 
GR-S products for sale elsewhere. 

“Serving the western GR-S market means serving a large number of accounts 
varying widely in size and type of GR-S requirements. We plan to do every- 
thing in our power to meet these varying needs on terms and conditions of sale 
which are fair to all, big and small, and in keeping with the best industry 
practices. We know that, among other things, you will be interested in prices, 
and we are pleased to notify you now that on acquisition of the GR-S plant, we 
plan to offer the available copolymers at the f. 0. b. plant prices in effect for 
Government sales, plus only actual freight to your point of consumption, equalized 
if advantageous to you with a closer manufacturing plant.” 
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7. Enjay Co., Inc.: “On February 2, 1955, we addressed a letter to over 1,000 
different rubber fabricators, representing both small and large businesses, ad- 
vising them of our plans for marketing butyl rubber. Among other things, we 
advised that it is our intention at this time to sell present grades of butyl rubber 
on the basis of 23 cents per pound, f. 0. b. the plants in carload lots. 

“You can see from the above that we are making this offer without 
crimination to small and to large rubber consumers. 

“You will also remember that at the time the proposals for the purchase of 
the Baton Rouge, La., and Baytown, Tex., buty! plants were filed by Esso Stand- 
ard Oil Co. and Humble Oil & Refining Co., respectively, each proposal included 
a letter from Enjay Co., Inc., in which Enjay agreed to ‘offer to small business 
concerns, on the same terms and conditions as to large business enterprises, at 
least the same proportion of the butyl so acquired by it as RFC sold to small- 
business enterprises during the years 1953 and 1954.’ In addition, and as pointed 
out in the above, we are offering butyl rubber at exactly the same price as the 
Government is now selling the material.” 

8. Humble Oil & Refining Co.: “The present market price of butyl rubber, as 
established by Federal Facilities Corporation, is 23 cents per pound. Public an- 
nouncement has already been made that if Humble is the purchaser of the Bay- 
town butyl plant, sales of butyl to the trade would be made initially at a price of 
23 cents per pound, 

“When submitting its bid on the Baytown butyl plant, Humbie outlined in 
detail its position concerning sales of butyl to small-business concerns, 
plan to adhere to this same position in disposal of the butyl inventory.” 

9. Texas-United States Chemical Co.: The Commission was advised by tele- 
phone, with confirming letter to follow, that Texas-United States plans to offer 
the inventory it purchases from FFC in the same proportions as its. contract 
commitment, 20 percent to small businesses and other users. The offer will be 
made at the price for which the GR-S is purchased from the Government plus 
transportation and any handling costs the seller might incur. Texas-United 
States has no intention of realizing a profit on this GR-S. 

10. United States Rubber Co.: The Commission was advised by telephone, 
with confirming letter to follow, that United States will sell its inventory GR 
according to the same percentage pattern set out in its contract. The contract 
allots 50 percent to 60 percent for small business and other users. This GR-S 
will be sold at cost plus freight and handling: no profit will be realized. 

11. The Firestone Tire & Rubber Co.: The Commission was advised by tele- 
phone, with confirming letter to follow, that Firestone wi!ll make available to 
small businesses 20 percent of the inventory it purchases; this is the same per- 
centage its contract commits it to make available out of private production. The 
inventory GR-S will be sold at the price at which Firestone purchases it from 
FFC. This is a basic price of 23 cents per pound f. 0. b. plant site for rubber at 
the plants. Rubber in public warehouses will be priced basically at 23 cents 
per pound plus freight, which will not exceed in total 1.1 cents per pound. 
Question No, 9 


dis- 
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What is the nature of the public announcement by the Standard Oil Co. (New 
Jersey) that it will license any company to manufacture butyl] rubber, including 
amount of fee to be paid per pound produced ? 

tnswer.—The FFC report of March 1, 1953, regarding disposal to private in- 
dustry of the Government-owned rubber-producing facilities stated that Stand- 
ard Oil Company of New Jersey, which controlled the basic butyl patents, had 
represented publicly that it would fully license butyl production on a reasonable 
royalty basis and would make available to any licensee its technical know-how 
in the field of plant design and butyl production (p. 27). Subsequent testimony 
to like effect was given by Standard’s representative in the congressional hear 
ings on disposal legislation in 1958. <A reiteration of Standard’s position was 
contained in a letter to RFC of November 19, 1953, which was made available 
to the Commission at that time, and the Esso Standard Oil Co. proposal of May 
26, 1954, for the purchase of the Baton Rouge butyl! rubber plant sets out the 
basis whereunder butyl licensees are available from Standard, including the 
royalties payable. 

“(a) Butyl rubber: “Standard Oil Development Co. and Jasco, Ine. hold 
patent coverage on substantially all features of the butyl rubber plants. In 
addition Standard Oil Development Co. is the owner of confidential technical 
information presently used in the plants under license, due to the fact that the 
butyl rubber process was invented and developed in the laboratories of Standard 
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Oil Development Co., and that Standard Oil Development Co. made the process 
designs from which the two plants were engineered and constructed. 

“The butyl rubber patents of these two companies covering inventions made 
up to June 6, 1950, are available to a purchaser of a Government plant on the 
terms set out in the agreement between Standard Oil Development Co., Jasco, Inc., 
and Rubber Reserve Co. dated May 15, 1942, which provides for a patent royalty 
of 3 percent of the sale price of the rubber and an additional limited charge for 
any technical information which the purchaser wants to obtain and could use in 
operating under the licensed patents. 

“Standard Oil Development Co., having continued its research to improve buty! 
rubber as a product, the design of plants for its production, and the application of 
butyl rubber to various uses including tire carcasses, has acquired or applied 
for numerous patents based on inventions made since June 6, 1950, which would 
not be included in the license heretofore referred to. They are, nevertheless, 
available under license from Standard Oil Development Co. 

“Standard Oil Development Co.’s royalty rate for all its butyl rubber patents 
(about 150 patents) and commercially useful technical information is, on a run- 
ning royalty basis, 1 cent per pound of butyl rubber with escalator, and on a paid- 
up basis, $120 per long ton of annual capacity. Part of the running royalties paid 
can be used as a credit in acquiring a paid-up license. Standard Oil Development 
Co. has issued such licenses to Petroleum Chemicals, Inc., and Goodrich-Gulf 
Chemicals, Inc., and has offered them to the numerous other companies that have 
inquired about butyl rubber licenses. 

“The royalty rate of Jasco, Inc., for licenses under all its butyl rubber patents 
(about 60 patents) is 1.1 percent of the sale price of the butyl rubber. Jasco has 
issued such a license to the B. F. Goodrich Co. and has offered them to the nu- 
merous other companies that have inquired about butyl rubber licenses.” 


Question No. 10 


On the basis of the sales price for the butadiene plants and the market price 
for styrene, what is the Commission’s opinion as to the contemplated f. 0. b. price 
per pound for GR-S: 

(a) For the first year after the sale. 
(b) For the next 5 years. 

Answer—The Commission believes that the selling price for standard GR-S 
f. o. b. producing plant for the first year after the sale will remain at approxi- 
mately 23 cents per pound. 

The price for the succeeding 5 years will depend upon a number of factors 
including general economic conditions and competition from natural rubber. 
The Commission is therefore in no position to offer an opinion as to probable 
future prices for such 5-year term. 

The Louisville, Akron, and Naugatuck plants probably will sell their products 
at somewhat higher levels because of freight facts and because of the latex 
and special rubbers which these plants may be expected to produce. The average 
selling price at the Los Angeles plant may vary depending on the proportions 
of its production which are absorbed on the Pacific coast and Mountain States and 
in other parts of the United States. 

Questions Nos. 11 and 12 


11. How much depreciation cost has actually been covered into the Treasury 
since the inception of the rubber program? 

12. How much interest is charged to the program by the Treasury on money 
loaned or advanced to the program, and how much of this amount has been 
covered into the Treasury? 

Answer—Because both of these questions speak in the past tense of actual 
recovery, not projections, the latest available date, December 31, 1954, is used 
in the following answer. It should be remembered that the Commission’s report 
to the Congress presents figures which are estimates, as of the projected transfer 
date of April 30, 1955. From inception of the synthetic rubber program through 
December 31, 1954, $518,001,000 depreciation expense and $46,784,000 interest 
expense had been charged to cost of operations. After giving effect to the above 
charges aggregating $564,785,000 the net cumulative deficit from program opera- 
tions at December 31, 1954, amounted to $172,117,000. 

The above charges for depreciation and interest expense are merely two items 
of expense out of many other charges, such as cost of materials, labor, etc., 
included in the computation of the accumulated net deficit. It may be seen from 
the foregoing that the Government corporations handling the rubber program 
have recovered at least $392,668,000 of the total charges for interest and deprecia- 
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tion ($564,785,000 minus $172,117,000 equals $392,668,000). Any computation 
of the recovery of these two charges in excess of $392,668,000 would involve a 
determination of the portion of the accumulated net deficit of $172,117,000 which 
consists of such charges. The accounts maintained by the FFC, which are based 
on accepted corporate accounting procedures, do not lend themselves to such a 
segregation. 


Question No. 13 


How much longer would the Government have to operate the rubber plants, 
assuming a net profit of $36 million annually, to completely recover all of the 
costs expended in the rubber program? 

Answer—The following is supplied by Federal Facilities Corporation : 

“Assuming the Government’s investment in the program to be $272,718,800 
(net book value of plant facilities plus accumulated deficit) and an annual profit 
of $36 million per annum, we estimate that operation of the plants for a period 
of 5 years and 6 months will result in recovery of the entire investment including 
the cost of the facilities remaining at the end of operation, computed as follows: 


pS RO |. a ac re ee $272, 718, 800 
Add capital expenditures, based on estimated average of $7,300,000 
OR TID EO TI reset rr ncecemecins 40, 000, 000 


Investment to be recovered by Oct. 31, 1960________________ 312, 718, 800 


Net annual profit _._. 36, 000, 000 
Add estimated annual average depreciation expense____________- 20, 800, 000 


i Ae See oe 56, 800, 000 

“$312,718,000 divided by $56,800,000 equals 5 years and 6 months, the period 
necessary to recover investment in the plants based on the aforementioned 
assumptions. 

“The foregoing computation does not recognize any recovery which may be 
realized from the disposition of the plants and other assets remaining after the 
end of the 5 years and 6-month period. 

“It appears to this office that question No. 13 was predicated on the assump- 
tion that the investment represents either expense or an expended appropriation 
which did not result in any asset and does not give consideration to the liquidat- 
ing value of the operating assets which must be given consideration in normal 
corporation accounting. Moreover, present indications are that the net annual 
profit will be substantially in excess of $36 million and so will reduce the pay-out 
period.” 


Question No. 14 
Under what specific conditions can the Government take possession of the 
plants upon default by the purchasers? 


Answer.—The Government would take possession of the plants upon default 
by purchasers under 2 different sets of circumstances, for 2 different purposes. 


Estimated annual average cash return 


The first is general to all sales, and pertains to a default in a purchaser's obligu 
tions under the national security clause in his contract, which binds the pur 
chaser for 10 years after the transfer to maintain the facility at all times in a 
condition currently to produce its product at not less than its assigned annual 
capacity or so that it can be placed in a condition so to produce within 180 
days after notice from the Government. The Government has the right to inspect 
the faciilty at any time and, in the event of default in the required maintenance, 
has the unconditional right to possession and use for the purposes of restoring 
the facility. Any such restoration is to be at the purchaser’s sole expense. 

The national security clause, drafted in conformity with section 7 (h) of the 
Disposal Act, contains no recapture provisions, since the language of section 
7 (h) and the legislative history of the statute clearly negative necessity for in- 
clusion of any such clause in the contract of sale. (It will be noted that the 
Disposal Act, in section 9 (f), requires, in leases on the alcohol butadiene plants, 
a recapture clause as well as a national security clause.) In the event of na- 
tional emergency, existing statutory controls over production can reasonably be 
expected to be supplemented as they have been in the past (such as along the lines 
of the War Powers Acts of World War II), and the Government would proceed 
thereunder to take any necessary action to insure that the essential production 
would be forthcoming. 
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The second type of situation wherein the Government could repossess the 
property occurs in connection with sales where purchase money mortgages are 
being taken back. The mortgages include the conventional events of default 
customarily found in like instruments, and upon failure of the mortgager to 
cure any such default within the period specified in the mortgage, the Govern- 
ment is entitled to immediate possession where local law permits, or to obtain 
the property through foreclosure or by exercise of power of sale. 


Question No. 15 


If our sources of natural rubber in Indochina and Malaya were entirely elimi- 
nated, would the Commission still recommend the sale of the facilities, bearing in 
mind that section 2 of the Disposal Act does not contemplate such a situation? 

Answer.—In formulating its disposal program, the Commission had before it 
the policy declaration of the Congress in section 2 of the Disposal Act that sale of 
the Government-owned rubber producing facilities pursuant thereto was con- 
sistent with the national security and would further effectuate the policy set 
forth in section 2 of the Rubber Act of 1948, as amended, with respect to the 
development within the United States of a free competitive synthetic-rubber in- 
dustry. The Commission is convinced, as its report to the Congress of January 
24, 1955, discusses fully, that the requirements of the Disposal Act are adequately 
protected by the national security clause included in each contract of sale. The 
Commission is further convinced that the purchasers in their operation of the 
facilities under private ownership will assure their availability to meet wartime 
needs and will have the incentive to construct additional capacity if that appears 
indicated. ‘Thus the Commission would favor transfer of the plants as scheduled, 
but in so stating appreciates fully that the question of possible total elimination 
of overseas supplies of natural rubber poses problems of an overall security 
nature which fall within the purview of those agencies of the Government re- 
sponsible for the formulation of recommendations on national policy under such 
circumstances for consideration of the President and the Congress. The Com- 
mission itself is in no position to furnish other than an expression of its opinion, 
and that only in the light of the limited information available to it. 

Question No. 16 

How much interest may the Government expect to receive over a 10-year period 
from the purchase money mortgages for the facilities? 

Ansiwer.—All of the purchase money mortgages permit prepayment by the 
mortgagor without penalty. Assuming no such prepayments, the table below 
presents a close approximation of the interest the Government will receive over 
the 10-year period. The amounts are somewhat understated because the notes 
and mortgages will cover, and interest will be payable as well on the cost of, net 
capital additions as of the transfer date. Shell Chemical Corp. is not included 
in the following table because, since the submission of the Commission’s report, 
Shell has elected to pay all cash for the plants it has contracted to purchase 
(which privilege is available to all buyers who originally requested mortgages). 





| 
| Approxi- 
mate inter- 
Purchaser Plant or plants est over 
10-year 
| period 
ino e = eS aets hy See Oke PT Oe ee a Peeves Sra Gee eEroeran 
American Synthetic Rubber Corp | GR-S, Louisville $499, 122 
Copolymer Corp GR-S, Baton Rouge, butadiene, Baton Rouge - -- 2, 010, OUU 
Firestone Tire & Rubber Co GR-S, Akron; GR-8, Lake Charles | 2,293, 500 
Food Machinery & Chemical Corp Butadiene, Houston | 3,992, 505 
Goodrich-Gulf Chemieals, Inc GR-S, Port Neches; 6 butadiene, Port Neches 6, 517, 500 
Great Southern Chemical Corp Miscellaneous facilities, Corpus Christi 49, 793 
Goodyear Synthetic Rubber Corp GR-3, Akron; GR-S, Houston 2, 304, 060 
Texas-United States Chemical Co GR-S, Port Neches; % butadiene, Port Neches 6, 270, O0U 
United States Rubber Co GR-S, Naugatuck _-_. 457, 600 
Tete ....«+ . an 24, 394, 080 


The CHarrman. Now, are there any other facts? 

Mr. Perripone. No,sir. I think we covered—— 

The CHairman. Is there any statement that the other two distin- 
guished members of the Commission desire to make to the committee ? 

Mr. Perrinone. General Cook ? 











es 





Mr. Coox. No. 

Mr. Petrisone. Mr. Rounds? 

Mr. Rounps. I have nothing to add, thank you. 

The CHarrman. Now, Mr. Pettibone, again I want to repeat what 
I said when I opened this hearing. I read the report and I studied 
it and I publicly want to thank you and your two Commissioners and 
your staff for the outstanding service you have rendered the Govern- 
ment in this disposal matter. 

I concluded from reading it that the proper course for me to pursue 
is to support, and I try to convince the House as well as the committee 
of the soundness of your disposal program. 

I have only one vote and that vote shall be cast in favor of this 
proposal to dispose of the matter directed by the Commission. 

I thank you, sir. 

Mr. Perripone. Thank you very much, sir. 

Mr. Arends. Mr. Chairman. 

The CuarrMan. Yes. 

Mr. ArenDs. Could I merely state to Chairman Pettibone and his 
colleagues that they have done an outstanding job in this report. 
I am convinced from what I have studied and what I have heard here 
in the testimony of that. 

Inasmuch as we have been friends for a number of years, Mr. Petti- 
bone, and having known you in your civic work and your activities 
in the business world, and since this is the first time you have been 
called upon to serve your Government in a capacity such as this, 
1 just want to express the hope that they will call on you again for 
more service, because you are able and capable to do this. 

Mr. Perrinonr. Thank you, Mr. Congressman. 

The CHarrman. Thank you very much, Mr. Pettibone. Thank you, 
and the other members of the Commission. 

Now, members of the committee, Mr. Metcalf, a colleague of ours 
of Montana, said he had a friend who desired to submit a statement, 
a Mr. Browne, Mr. E. Wayles Browne, of Bethesda Md. 

Mr. Browne, sir—come around, Mr. Browne. 

Mr. Browne submitted his statement the other day to the Senate 
and Banking and Currency Committee. 

The Committee now will be glad for you to make a brief statement 
giving the high points set out in your 12-page statement. We will 
print your st: ite ment in the record. 

Mr. Bianprorp. Yes. 

The CuairMan. Go ahead, now. We will hear you. Which state- 
ment are you using now, sir? 

Mr. Browne. Mr. Chairman, I am using the mimeographed state- 
ment that is dated March 11. 

The CuHarmman. Allright. 

Mr. Browne. Which is the date I first understood I was to appear 
before this committee. 

The Cuairman. What did you say / 

Mr. Browne. It was dated March 11, sir. 

The CuarrMan. Allright. Now, could you not summarize the high 
points in it and let the committee know what points you raise ? 

Mr. Browne. Yes, sir. 

The Carman. From your statement. 

Mr. Browne. I will be happy to do that, sir 
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The CuHarrman. All right. That would be helpful to the com- 
mittee. 

Mr. Browne. My name is E, Wayles—— 

The CHarrman. Wait one minute. 

Let the statement of March 11, 1955, by Mr. E. Wayles Browne, Jr., 
be filed in its entirety in the record. 

Mr. Browne. Mr. Chairman, my name is E. Wayles Browne, Jr. 
My address is Bethesda, Md., although my permanent voting residence 
is in Louisiana. 

I am an economist and have been employed by the Federal Govern- 
ment as a statistician or economist, in the National Security Resources 
Board, the President’s Materials Policy Commission, and other agen- 
cies, 

I have not been in the Government service for the past year. I speak 
as an individual representing no one. 

Recently I prepared an economic study of the national rubber pol- 
icy. My conclusions are that the disposal program does not meet 
major criteria in the Disposal Act, and that it is not in the public in- 
terest to sell the synthetic-rubber industry to the present prospective 
purchasers at this time for the proposed price of $260 million. 

The industry should not be sold, for four major reasons: 

At this point, sir, I will begin summarizing and not read the entire 
report. 

The combined price of $260 million for the plants does not represent 
full fair value as required by the act. 

The Government could confidently expect to recover more than 
$260 million in the next 4 or 5 years through continued operation at 
no increase in the price per pound of synthetic rubber. 

At that point, sir, I should like to mention that I recently wrote a 
letter to the editor of the Washington Post and Times Herald, which 
appeared in their edition for Sunday, the 12th or 13th of February, 
I forget which, sir. I raised that same point. And to date there has 
been no comment upon it from either the Disposal Commission or 
the industry. 

I suggest to you, sir, that the reason there has been no comment is 
that there is no good answer to it. I repeat, the Government could 
recover more than $260 million within the next 5 years, 4 or 5 years, 
from continued operation at existing prices. For this reason, I do not 
think that the price of $260 million, which takes 10 years to collect, 
represents full fair value to the Government. 

My statement shows profit and depreciation, which in this case is 
distinctly recovery of investment, directly comparable to purchase 
price, for fiscal years 1951 through 1954 and present indications for 
1955 which have been taken from published Government sources. 

The Disposal Commission, in its report to the Congress, has stated 
that the sale price amounted to 99.2 percent of the appraised value of 
the plants, as adjusted, and 96.6 percent of “the unrecovered invest- 
ment of the American people.” 

These two comparisons are quite irrelevant. The going value of a 
profitable industry is certainly greater than the depreciated replace- 
ment value of the separate plants. 

The Commissioners, two bankers, and a cotton broken, are reported 
to be sound, conservative businessmen. It seems highly doubtful 
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that they would recommend selling a profitable private enterprise 
ata slight loss. 

The valuation of an industry, as distinct from the valuation of a 
single plant, can’t be done solely on an engineering basis. 

The profitability of an industry depends upon the prices of the 
product, as well as the costs of production. The Disposal Commis- 
sion has stated that it considered profitability but it assumed continua- 
tion of the present prices. 

The Chairman of the Disposal Commission has admitted, however, 
in testimony this week, that the Commission has no assurance from the 
proposed purchasers that the prices will remain constant at present 
levels for any extended period. 

The higher the price, the greater the profitability and the greater 
the full fair value of the industry. 

If I may refer to a note I made a moment ago while Mr. Petti- 
bone was speaking. In this case I should point out that Mr. Pettibone 
mentioned that his engineers had reached their own ideas about earn- 
ing power. He repez ated the term “engineers.” He apparently does 
not have economic assistants in his Commission. And I repeat that 
this is in large part an economic and not an engineering problem. 

Second ; the taxpayers would not benefit from the sale because they 
could gE to repay to the plant buyers the entire purchase price 
through higher prices for tires and other rubber products in the next 
few years. 

The demand for rubber in economic terminology is highly inelastic. 
In ordinary language, this means that the customers continue to buy 
tires, baby nipples, rubber footwear, and other rubber products in 
about the same quantity whether the prices go up or down. This is 
because such products are considered necessities and have no close 
substitutes. If the industry is sold, the private owners could,, and I 
believe would, raise the price of synthetic rubber within a very few 
months or a year or so, in any event. 

I would like to point out that all the discussion I heard yesterday 
and today from the industry limits their undertaking to hold prices 
constant to a very short time, sir, and we have no assurance that their 
plans may not change shortly after disposal, after the transfer date, if 
it does go through. 

And inelastic demand is a perfect setup for monopoly or for monop- 
olistic practices by a few large competitors who dominate an industry. 
The economic term for such competition among the few is “oligopoly.” 

In an oligopoly dealing with inelastic demand, the incentive to raise 
prices is almost irresistable. 

In that respect, sir, I would like to mention another item that oc- 
curred to me since preparing this report. It has been suggested by 
members of the industry that their prices will be competitive, which 
is a highly general and unspecific term; that, in part, the prices will 
be based on costs. Neither this committee nor the Congress has any 
contro] over the major cost item in GR-S. I refer to the price of 
butadiene. I believe none of the butadiene plant purchases have been 
before this committee to answer the question of what their price poli- 
cies will be. 

I think it has been testified, either before this committee or the 
Senate Banking and Currency Committee, that there is no open market 
in butadiene. 
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There is also no open market in butylenes. Butylenes are the raw 
material from which butadiene is made. 

This material is priced by the refinery from which it flows to the 
butadiene plant. There has been no testimony regarding the manner 
in which butylenes will be priced to the butadiene plants. 

It is quite possible for an oil refinery to raise the price of butylene 
to the butadiene plant, which it may also own. 

This cost rise will inevitably flow throughout the system and come 
out as a higher cost for GR-S, in which case naturally the price of 
GR-S will be raised. 

There has also been discussion of competition, in spite of some of 
the discussion of antitrust procedings. I suggest for the benefit of this 
committee that skirmishing on an outpost line does get people killed, 
even when the generals on the opposing armies have agreed to a cease- 
fire order and are not using their heavy artillery, tanks, or combat air- 
craft. Doubtless, it may be very difficult for some salesmen to find 
some customers, but this doesn’t prove that the senior management in 
the apparently competing companies have not continued to get together 
in the back rooms, as they have been charged, and not cleared them- 
selves of doing in a long series of antitrust cases. 

The Cnatrman. Now what else? What else have you now ? 

Mr. Browne. Sir, I have a few more points, if I may make them. 

The Cuamman. Go ahead and make them. 

Mr. Browne. Disposal would leave the Government continuing ex- 
penses for maintenance of unsold plant and for fundamental research, 
without any operating income from the industry to cover. 

Maintenance on the Institute, W. Va., GR-S plant and on the Louis- 
ville aleohol butadiene plant is clearly essential as partial insurance 
against a future emergency. Such maintenance costs have not been 
published, but would probably exceed $1 million per year for these 2 
plants. 

A report on rubber research was prepared for the Department of 
Defense early this year by the National Academy of Sciences. The 
report stated that some $40 million worth of fundamental and applied 
research will be required over the first 5 years after disposal. 

The panel estimated that private industry would carry about half 
this sum in applied research but would probably do almost no funda- 
mental research. 

The report noted that fundamental research in synthetic rubber is 
urgently needed and recommended that the Government finance it for 
about $20 million. 

The RFC and the Federal Facilities Corporation have been sup- 
porting a research program at the rate of 4 to 5 million dollars per 
year. The effect of disposal on the Government’s research program 
then would be merely to remove the source of income to support it. 

Competitive research, sometimes mentioned as a major virtue of 
disposal, would seem to be valuable only to private companies but not 
to the Government and the taxpayers. 

My next section, sir, is antitrust. I believe that was adequately 
covered before this committee by Mr. Celler. 

Mr. Brooks. What page is that on, Mr. Browne ? 

Mr. Browne. It begins, Mr. Brooks, at the bottom of page 5 of the 
statement, and goes on to somewhere about the middle of page 7. 








1229 


I suggest that the Canadian Government’s experience may be of 
interest to this committee. After the war, the Canadian Government, 
which had a similar synthetic rubber industry, also built with Federal 
funds—the Government put up the industry for bids and found the 
bids unsatisfactory. In that case Canada took over the actual opera- 
tion of the plants, not on a contract basis, as we have done, but operated 
with people employed by their Polymer Corporation, Limited, which 
is comparable to our Reconstruction Finance Corporation. 

Polymer Corporation has been prospering. It has been selling in an 
open market. It pays income taxes just as if it were a private cor- 
poration. It has expanded capacity and has paid dividends as well as 
income taxes into the Canadian Treasury. 

It has also shipped 10 to 20 thousand tons of synthetic rubber per 
year to the United States over the past several years, in spite of our 
10 percent ad valorem tariff on synthetic but not natural rubber. 

I will not read the balance of this into the record, since it will be 
included in its entirety, sir. 

The CuHairMan. You may put it in its entirety. 

Mr. Browne. I have a couple more points I would like to make. 
In the event the Congress does not disapprove the disposal plan, the 
problem of Baytown and of the three plants bid upon by the package 
bid by Shell will still be before the Congress. It is my suggestion, 
sir, that these plants on no account be allowed to shut down. My 
information is that all Government-owned synthetic rubber plants, 
with the exception of the one at Institute, W. Va.—excuse me. All 
GR-S plants except Institute; all petroleum butadiene plants, and 
I believe the styrene plant, are now operating at full capacity, and 
that consumption of GR-S is running slightly ahead of production. 

The loss of any of these plants to shutdown can result in a very tight 
market this year and over the next 3 years, leading to even greater 
upward pressure on prices. These plants should not be frozen. 

Finally, if the disposal plan is permitted to go into effect, some 
action should be taken regarding the 180-day period in the national 
security clause. This provision, I think, is too weak. In a real 
emergency, such as a second loss of access to the natural rubber supply 
of Southeast Asia, 6 months is much too.long to permit any of these 
plants to remain out of full production. 

Yet there is a loophole even in that period, since the purchasers 
would be excused from reconverting if they were unable to obtain 
materials and equipment with which to reconvert, in case the *y had 
made any modifications of the plants away from synthetic rubber 
or its materials. 

I suggest that all purchasers of plants be reauired to maintain 
intact at all times whatever materials and equipment would be re- 
quired to permit complete and expeditious reconversion. 

The CHatmman. Thank you very much, Mr. Browne. 

Mr. Browne. May I make a couple of other comments, sir, be- 
fore I-—— 

Mr. Brooks. Mr. Brown, I notice your reference to Canadian 
production. 

Mr. Browne. Yes, sir. 

Mr. Brooks. And importation of from 10 to 20 thousand tons from 
Canada. 
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Mr. Browne. Yes, sir. 

Mr. Brooks. Do you have any figures showing the Canadian pro- 
duction of rubber, synthetic rubber ? 

Mr. Browne. I do not have those figures with me, sir. I had them 
in a report, in an annual report of the Polymer Corp., Ltd., but my 
report, or my copy was submitted for the Senate record and I do not 
now have it. If you like them, sir, I will—— 

Mr. Brooxs. We will get them out of the Senate report. 

Mr. Browne. I will get them and include them in this record. 

(The information is as follows :) 


[Thousands of long tons] 


Butadiene Butyl type 


type 
Canadian fiscal year ended 
Mar. 31, 1945 . F 34.7 4.7 
Mar. 31, 1946 £ 7 eas : 35.3 10.0 
Mar. 31, 1947 39. 4 12.2 
Mar. 31, 1948 34.0 5.8 
Mat. 31, 1949 33.8 8.4 
Mar. 31, 1950 39.7 7.9 
Mar. 31, 1951 45.5 13.5 
Mar. 31, 1952 DIE A sida 2ebed Ai ditawaee 51.1 | 15.3 
9 months ended Dec. 31, 1952 ‘ , — wae SPT 41.4 | 12.7 
Year ended } 
Dec. 31, 1953 : Sobbedes dda detbiihewsends ad , . 63.7 | 16.8 
Dec. 31, 1954 et per’ “a : (‘) ieee 


! Not available. 


These data were reported by Polymer Corp. Ltd., Sarnia, Ontario, Canada, in 
their annual report for 1953. The figures in the original report were in pounds, 
but for ready comparison I have converted them to thousand long tons. Un- 
fortunately, the 1954 report has not been released. 

The Cuatrrman. Thank you very much, Mr. Browne. 

Mr. Browne. Thank you. 

Mr. Biranprorp. Mr. Chairman 

The CuarrMan. Wait 1 minute. I thought you finished. 

Mr. Browne. No, sir; I had another point, if I may. 

The Cuarrman. Allright. The committee must close now, because 
all this has been put in the record over in the Senate. 

Mr. Browne. Sir? 

The CuarrMan. Go ahead. 

Mr. Browne. The question of the small-business problem I realize 
has been deeply explored here. I am not a lawyer and I can’t make 
a positive statement of fact or legal opinion in this case, but I would 
like to raise this question with the committee. 

How does a small-business man decide who to sue in the event he is 
unable in times of peak consumption to get his orders filed from 1 
of these 11 plants. He can’t tell whether any so 5 tome has already 
sold its committed amount because there is no machinery provided in 
the act or the contracts to spread this information on the public record. 

Does the small-business man, who finds himself aggrieved, have to 
sue all of the companies to make sure of catching the right one? 

I suggest, since there has been much discussion of intent and moral 
obligation in the case of the small-business coverage, that the Congress 
seriously consider requiring an annual report to the Congress for the 
10 years in which—the same period of the national-security clause, 
although there is no particular connection between the two. I suggest 
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an annual report by the purchasers on how they have carried out their 
undertakings as to small business and as to their price policies. 

The Cuarrman. Thank you very much. 

Mr. Browne. Thank you, sir. 

(The full statement is as follows :) 


THE SYNTHETIC RUBBER INDUSTRY SHOULD Nor Bre Soup 


Statement of E. Wayles Browne, Jr. 


My name is E. Wayles Browne, Jr., my address is Bethesda, Md. I am an 
economist, and have been employed by the Federal Government as statistician 
or economist in the National Security Resources Board, the President’s Materials 
Policy Commission, and other agencies. I have not been in the Government 
service for the past year. I speak as an individual, representing no one. 

Recently I prepared an economic study of the national rubber policy. My 
conclusions are that the disposal program does not meet major criteria in the 
Disposal Act, and that it is not in the public interest to sell the synthetic-rubber 
industry to the present prospective purchasers at this time for the proposed price 
of $260 million. 

The industry should not be sold, for four major reasons: 

First: The combined price of $260 million for the plants does not represent 
full fair value, as required by the act. The Government could confidently 
expect to recover more than $260 million in the next 4 or 5 years through con- 
tinued operation, at no increase in the price per pound of synthetic rubber. 

The annual reports of the Reconstruction Finance Corporation have shown the 
following figures for profits and depreciation : 


{In millions of dollars] 








Fiscal year Profits Depreciation Total 
a dishnacdbanen eee eee See We er ee sgess $11.9 $33. 4 $45.3 
1952....- SBE sets ee aceen 6S ee meee eee ee -| 16.1 | 40.6 56. 7 
Sartetsbcucernetan dl -yasnerbarsttabiehkad sahaenwanw nad nen 59.9 31.4 | 91.3 
| ER Re eS ee RIESE SRS aaa oe 42.1 29.7 | 71.8 
a — a : Se 
Ee ee ae a, eee cits: Covent ne | 130. 0 135.1 | 265. 1 


It should be stressed that the RFC was not actively seeking to make profits 
in 1951 and 1952, and was forced to incur extraordinary expenses for reopening 
the alcohol butadiene and the Institute GR-S plant, and later placing the alcohol 
plants in standby, as well as using large quantities of high-cost alcohol butadiene. 

The 1956 budget gives the following estimates for the present fiscal year, 
covering only 10 or 11 months prior to transfer : 1955, profits $36 million, deprecia- 
tion $23 million, total $59 million. The present high level of GR-S output sug- 
gests that 1955 profits may be somewhat above the estimate of $36 million. 

Thus, in 4 years, the Government has received in profits and in reeovery of 
capital through depreciation charges more money from operations than sale 
would bring in total. Continued Government operation over the next 4 or 5 years 
(assuming no major depression) can be expected to bring in more than $260 
million, at no higher price for the product than the present level of 23 cents per 
pound. 

Against this, the disposal program would take 10 years to collect the purchase 
price. The financial plan recommended by the Disposal Commission calls for a 
total downpayment of $128.5 million, slightly less than half the total price, with 
the balance payable in fairly equal installments until 1965. 

The Disposal Commission, in its report to the Congress, stated that the sale 
price amounted to 99.2 percent of the appraised value of the plants (as adjusted), 
and 96.6 percent of “the unrecovered investment of the American people.” 

These two comparisons are quite irrelevant. The going value of a profitable 
industry is certainly greater than the depreciated replacement value of the sepa- 
rate plants. The Commissioners, two bankers and a cotton broker, are reported 
to be sound, conservative businessmen. It seems highly doubtful that they would 
recommend selling a profitable private enterprise at a slight loss. 
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The valuation of an industry, as distinct from the valuation of a single plant, 
cannot be done solely on an engineering basis. The profitability of an industry 
depends upon the prices of the product, as well as the costs of production. The 
Disposal Commission has stated that it considered profitability, but it assumed 
continuation of the present prices. The Chairman of the Disposal Commission 
has admitted, however, in testimony this week, that the Commission has no 
assurance from the proposed purchasers that the prices will remain constant at 
present levels. The higher the price, the greater the profitability and the greater 
the full fair value of the industry. 

Second. The taxpayers would not benefit from the sale, because they could 
expect to repay to the plant buyers the entire purchase price through higher 
prices for tires and other rubber products in the next few years. The demand 
for rubber, in economic terminology, is highly inelastic. In ordinary language, 
the customers continue to buy tires, baby nipples, rubber footwear, and other 
rubber products, in about the same quantity whether the prices go up or down. 

This is because such products are considered necessities, and have no close 
substitutes. If the industry is sold, the private owners could, and I believe 
would, raise the price of synthetic rubber. Natural rubber is now selling at 
about 30 cents per pound, 7 cents higher than the Government's price of 23 cents 
for both GR-S and butyl. 

Rubber products are so widely used and are so essential that the consumers 
and the taxpayers can be considered to be the same people. Public policy, there- 
fore, requires that full consideration be given to the effect of disposal on the 
taxpayers as consumers; consideration cannot properly be limited to the direct 
effect upon the Treasury. 

The demand for rubber products is well-known to the industry to be inelastic. 
Prices for raw natural ruber have fluctuated violently in this century, from a 
peak of $3 to a low of 3 cents per pound. Prices of rubber products have reflected 
these fluctuations in the price of the raw material, while consumption has been 
affected very slightly by such price changes. The consumption of rubber from 
1919 to date has varied closely with the level of industrial production, with 
almost no regard for price. 

An elastic demand is the perfect setup for monopoly, or for monopolistic 
practices by a few large competitors who dominate an industry. The economic 
term for such competition among the few is “oligopoly.” For an oligopoly 
dealing with an inelastic demand, the incentive to raise prices is almost 
irresistible. 

In rubber, the situation at present is even better for the industry, and worse 
for the consumer. The present price of natural rubber is above 30 cents per 
pound. The gap between the Government's price of 23 cents for synthetic and 
the spot market for natural can be quickly closed—by raising the price of 
synthetic. 

The outlook is for continued high demand for synthetic. The rubber industry 
has estimated 1955 consumption of natural and synthetic to be 1,330,000 long 
tons, just a fraction below the record of 1,338,000 tons in 1953. With manu- 
facturers’ preferences running more to synthetic than to natural, heavy con- 
sumption can easily result in higher prices for synthetic. 

The Government’s average profit per pound of rubber sold, after all costs 
including research and standby maintenance, was 3.34 cents in fiscal year 
1954, and 3.62 cents in 1953. The price of GR-S throughout fiscal 1953 and 
1954 was 23 cents: the price of butyl was 20%, cents in 1953, and 22 cents for 
almost all 1954. Butyl was raised to 23 cents at the beginning of the present 
fiscal year. 

Assuming an average cost of 19% cents, and sales (including captive con- 
sumption) of no more than 650,000 tons, profits before taxes in private hands 
would amount to $50 million. At an average price of 25 cents, profits would 
increase to $80 million; at a price of 30 cents, profits in a single year would 
exceed $150 million. 

While the distribution of costs under private ownership might differ from 
the present pattern, Government costs have included management fees to the 
operators equivalent to about three-fourths cent per pound. In private hands, 
these fees would be profits instead of costs, amounting to another $10 million 
or more. 

It has been reported that two of the prospective GR-S plant purchasers have 
offered sales contracts at 23 cents, and a third has offered to sell at 25 cents. 
These reports would be fairly good news for the consumers if they could be 
taken as firm, long-term prices. The papers have not reported all the terms 
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and other fine print in these contracts, however, and the suspicion arises that 
they may be partly designed to facilitate obtaining the approval of the Congress 
in the present 60-day period. While the outsider can only speculate on price 
policy, I would not expect to see prices for synthetic rubber maintained at this 
level in the face of rising demand and a natural rubber price level of 30 cents 
or higher. 

Third. Disposal would leave the Government with continuing expenses for 
maintenance of unsold plants and for fundamental research, without operating 
income to cover them. Maintenance on the Institute, W. Va., GR-S plant, 
and on the Louisville alcohol butadiene plant, is clearly essential as partial in- 
surance against a future emergency. Such maintenance costs have not been 
published, but would probably exceed $1 million per year for these 2 plants. 

A report on rubber research was prepared for the Department of Defense 
early this year by the National Academy of Sciences. The report stated that 
some $40 million worth of fundamental and applied research will be required 
over the first 5 years after disposal. 

The panel estimated the private industry would carry about half this sum, 
in applied research, but probably would do almost no fundamental research. 
The report noted that fundamental research in synthetic rubber is urgently 
needed, and recommended that the Government finance it for about $20 million. 

The RFC and the Federal Facilities Corporation have been supporting a 
research program at the rate of 4 to 5 million dollars per year. The effect of 
disposal on the Government’s research program, then, would be merely to 
remove the source of income to support it. Competitive research, sometimes 
mentioned as a major virtue of disposal, would seem to be valuable only to the 
private companies, but not to the Government and the taxpayers. 

Fourth. Almost all of the major buyers of the plants, and a number of the 
lesser participants, have very unsatisfactory antitrust records. They have not 
been content to rely upon the economics of ologopolies. Instead, in their own 
words, according to a report on the Canadian 1953 antitrust case on tires: “* * * 
The companies replied that they were forced to band together for mutual pro- 
tection during the depression.” 

From January 1937 to October 1952, the period covered by the charges in the 
case (to which they pleaded guilty), was an extremely long depression. This 
case involved the Canadian subsidaries of the Big Four rubber companies plus 
subsidiaries and an affiliate of three other tire companies in the United States. 

Congressman Celler’s statement before the House Armed Services Committee 
covered in some detail the antitrust record of many of the proposed purchasers. 
Senator Douglas of the Senate Banking and Currency Committee requested As- 
sistant Attorney General Barnes to have the Department of Justice submit for 
the Senate subcommittee record a similar statement. I will not, therefore, 
burden the record by referring to these cases individually. 

I have examined these cases for their implications for the future economic 
conditions in the synthetic rubber industry, if the industry is sold under the 
present disposal plan. It is my conclusion that the disposal plan will not in 
fact “best foster the development of a free competitive synthetic industry.” 

The attention of the committee is invited to the Canadian experience with 
their Government-owned synthetic rubber industry. Their industry was built 
with Government money in 1952 and 1943, just as ours was, and the plants were 
operated under contract by the Canadian subsidiaries of much the same com- 
panies that have operated the plants in this country. After World War II 
Canada invited bids for disposal of their plants, but found the bids unsatis- 
factorily low. 

Polymer Corporation, Ltd. (a Crown corporation similar to our Reconstruc- 
tion Finance Corporation) gradually took over the actual operation of the 
plants, staffing them with Government employees, and ran the industry on a 
straight commercial basis. Manufacturers of rubber products in Canada were 
free to buy synthetics from Polymer Corporation, or to use all natural rubber. 
(The Canadian Government did not continue wartime controls over rubber 
usage, as we did.) 

Polymer Corporation pays income taxes and all other taxes any privately 
owned company would pay. It has been prospering; it has expanded capacity, 
repaid capital advances ahead of schedule, and paid dividends into the Canadian 
treasury. It has also shipped 10,000 to 20,000 tons of synthetic rubber per year 
to the United States for the past several years, in spite of our 10 percent ad 
valorem tariff on synthetic (but not natural) rubber. 

§5066—55—-No. 10——_17 








1234 


The cry: of socialism has been raised against those who object to the disposal 
of the Government-owned synthetic rubber industry. It is significant that no 
such cry was raised when the Government was running this industry at a loss 
during World War II. Apparently it is socialistic only for the Government to 
make a profit. 

If the Canadians can run a Government corporation on a full commercial 
basis in a competitive market, _pay full taxes, and still earn net profits equal to 
10 percent on sales and about 7 percent on gross investment as they did in 1953, 
then certainly the United States could do as well, provided we are not deterred 
by scare words. 

If it is not possible to fashion an actively competitive synthetic rubber in- 
dustry, as the report of the Disposal Commission clearly indicates, another 
solution must be found. There are technical problems which arise from the 
phy sic al interconnections from the oil refineries to the butadiene plants to the 
GR-S plants. “The inelastic demand for rubber certainly renders competition, 
in the economic sense, unlikely. 

In such a case the synthetic rubber industry under historical American policy 
is affected and imbued with the public interest, and if sold, must be regulated 
like any other public utility. The only other alternative is continued Govern- 
ment ownership. To forestall future cries of “tax subsidy,’ we might seriously 
consider setting up the industry on the Canadian pattern. 

In the event, however, the Congress does not disapprove the disposal plan, 
another problem arises. This is the question of the Baytown GR-S plant and 
possibly the three plants in California bid upon by Shell Chemical Co. The 
Congress should provide that all these plants be kept in operation and not be 
permitted to shut down, as required by the Disposal Act. 

I understand that all GR-S plants (except the one at Institute, W. Va., which is 
shut down), all petroleum butadiene plants, and the styrene plant, are operating 
at full capacity. Consumption of GR-S is running equal to, or above, production. 
The loss of any of these plants to shutdown could result in a very tight market 
this year and over the next 3 years, leading to even greater upward pressure on 
prices. These plants should not be frozen. 

Finally, if the disposal plan is permitted to go into effect some action should 
be taken regarding the 180-day period in the national-security clause. This pro- 
vision is too weak. In a real emergency, such as a second loss of access to the 
natural rubber supply of southeast Asia, 6 months is much too long to permit any 
of these plants to remain out of full production. Yet, there is a loophole even in 
that period, since the purchasers would be excused from reconverting if they 
were unable to obtain materials and equipment with which to reconvert. 

I suggest that all purchasers of plants be required to maintain intact at all 
times whatever materials and equipment would be required to permit complete 
and expeditious reconversion. 


The CuarrmMan. One minute. 

Now, members of the committee, I have a statement from Mr. James 
G. Patton, president of the National Farmers Union, in regard to the 
disposal program. 

Now, is Mr. Patton in the committee room ? 

Come around, Mr. Patton, please. 

Mr. Bianprorp. He is not here. 

The Cuarrman. If Mr. Patton is not in, we will file this statement 
in the record. 

Mr. Van Zanor. Let’s vote, Mr. Chairman. 

The Cuarrman. Wait one minute. 

(The statement follows :) 


STATEMENT OF JAMES G. PATTON, PRESIDENT OF THE NATIONAL FARMERS UNION, IN 
REGARD TO THE PROPOSED SALES OF UNITED STATES-OWNED SYNTHETIC RUBBER 
PLANTS, PRESENTED TO THE HOUSE ARMED SERVICES COMMITTEE 


Mr. Chairman and members of the committee, as president of the National 
Farmers Union, I am urging disapproval of the proposal to sell United States 
built and owned synthetic-rubber plants. 

These plants were built at a time when the Nation was in great peril and when 
the development of the synthetic-rubber program determined whether or not 
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this Nation would be defeated in the struggle against the dictatorial and im- 
perialistic nations of Germany, Italy, and Japan. During World War II big 
business put the dollar sign ahead of patriotism and refused to go all-out to 
help win a war unless economic incentives and profits guaranties were offered 
by the Government. When at the moment, we are threatened with war again, 
we are at a loss to understand why it is necessary to abandon Government 
ownership and operation of these plants. 

The proposals, from an economic point of view, are not in the public interest. 
It appears that the United States would be selling the plants at a price which 
would permit the big corporations to regain their entire investment within a 
very few years. For example, if the price of rubber was increased to 30 cents 
a pound, profits in a single year would exceed $150 million. In the light of this 
fact, the proposai which calls for the downpayment of only $128.5 million and a 
total price of $260 million to be paid over a period of 10 years, seems ridiculous. 
Transfer of the plants under this proposal may be properly labeled a “giveaway.” 

We do not think the assumption that the present price of synthetic rubber will 
increase from 23 to 30 cents unreasonable. Manufacturers, we are told, have 
expressed a preference for synthetic rubber and therefore it may logically be 
assumed that the price will increase to that level. It is significant that there is 
no provision in the proposal or in the law which prevents the rubber company 
from increasing prices. Rubber is a relatively inelastic commodity, economically 
speaking. The economists point out that the urge to increase the price of such 
commodities when possible is almost irresistible. 

Rubber companies would be in an excellent position to increase prices. At the 
present time, Firestone Tire & Rubber Co., Goodyear Synthetic Rubber Corp., 
Texas-United States Chemical Co., United States Rubber Co., Goodrich-Gulf 
Chemicals, Inc., and Shell Chemical Corp. control 87.6 percent of the industry. 
Shell Chemical Corp. is not to be considered apart from the big rubber companies. 
Shell has always integrated its policies and practices with them. The sale of the 
synthetic plants to these gigantic corporations would bring about complete domi- 
nation of the industry by a few mammoth corporations. Small business would 
have no part of their plans and programs. If rubber became scarce again, small- 
rubber corporations, or small businesses depending on them, would be completely 
crushed. 

The record of the big corporations lends credence to this view. Department of 
Justice and Federal Trade Commission records indicate that the rubber com- 
panies and companies distributing rubber products have been consistently anti- 
trust-law violators. Those who have been charged with antitrust-law violations, 
with price fixing, and conspiracy of the restraint of trade, and other malprac- 
tices include Firestone, Goodrich, Goodyear, United States Rubber, and Dunlop 
Rubber; Sears-Roebuck, Phillips, Standard Oil of California, Goodyear Tire & 
Rubber of Canada, Socony-Vacuum Oil, Standard Oil of New Jersey, Texas Co., 
Gulf, Continental, City Services, Food Machinery & Chemical Corp., Allied Chemi- 
cal & Dye Corp., General Cable Corp., and a number of others. Most, if not nearly 
all, of these companies have been indicted and have either been found guilty or 
pleaded nolo contendere. A number of cases involving a number of companies 
mentioned have been handled by the recent Attorney General and that is why 
we are at a loss to understand his statement that the sale of these plants will 
be beneficial to our free-enterprise system. We think that sale of the plants 
would completely destroy the free-enterprise system in rubber manufacturing 
and distribution and bring about a complete industrywide monopoly in this field. 

We, therefore, urge the committee to approve Representative Patman’s resolu- 
tion which would prevent the sale of United States-owned synthetic-rubber 
plants. We feel that such sale is not in the public interest, that it is against 
the interest of consumers, our national-defense program and our free-enterprise 
system. 


The CuHarrmMan. Now, our colleague from California, the author 
of the Resolution 171, Mr. Doyle, stated to me that he desired to speak 
to his resolution. It will be a pleasure to hear Mr. Doyle at this time. 
And if he will come around to the witness chair, we will be more than 
delighted to hear what he has to say. 

Mr. Doyte. Mr. Chairman and my colleagues, on June 25, 1953, 
on the floor of the House of Representatives, of which I am a Member 
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re you, in my support of the rubber-disposal bill, which I did, I 
said: 


May I make it crystal clear, however, that because today I support this bill, 
I want it understood that nevertheless if any report comes back from the Dis- 
posal Commission which I feel does not fully and in the utmost good faith and 
strictly carry out the objectives stated by the President of the United States, 
and is also not in strict accordance with the fundamental requirements of this 
bill, then I want the record now to show that I intend to then vigorously oppose 
any sale that is void of these fundamental requirements in my judgment. I 
shall oppose such sale proposal just as vigorously as I now support the bill. 

And of course we as members of the House and of this distinguished 
committee, presided over so fairly and so distinguishedly by our dis- 
tinguished chairman, we know that that is fundamental to members 
of the House and of this committee ; that even though we may support 
a bill, that we reserve the right to object later on if we find substantial 
objection to it. 

Now, manifestly, at this hour and also for the reason that many of 
the reasons I had for filing this resolution, which I did in perfect 
sincerity, I wish to assure you, have been given by other witnesses 
before this committee, I will not take the time of this committee to 
repeat those. I will try to avoid duplication of some of these argu- 
ments that have been given. 

I think it is fundamental that I should state that I do not think the 
convenience of the Commission in desiring to close its disposal pro- 
gram is any justification for any sale if that sale is in any way contrary 
to the terms of the act. 

I do not conceive of it as justification for making a sale under this 
bill that the time for the disposal program is about to run out, if that 
factor entered into the awarding of any sale as reported to us. 

I, as you know, was a member of the subcommittee of this full 
committee that traveled to these several States. I think I attended 
every session of the committee. I am sure I attended every session 
while the subcommittee was en route to several States, and I enjoyed 
it. And I wish to say that I am sure we all miss our distinguished 
colleague, Paul Shafer, who did such a magnificent job as chairman 
of the subcommittee that reported this bill. 

I had no idea, having practiced law 30 years actively before I came 
here, that the contention would ever be made, the way this bill was 
written, that the word “shall” was less than mandatory. If I had had 
any idea that it would be contended by either the Disposal Commission 
or by anyone that we who wrote this bill did not intend that the 
Disposal Commission should be bound, strictly, to follow those pro- 
visions which have been referred to as to the terms and conditions 
of the sale and what ingredients should be included, I certainly would 
have tried to see that there was legal language which made it clear 
that “shall” did mean mandatory, where the word “shall” was used 
in this bill. 

In other words, I want to make it clear that as a member of this 
committee and of this Congress, I think the intent of this bill and 
the intent of Congress when we voted for it, when I voted for it, was 
that the Disposal Commission could not restate any section of this 
bill and make it discretionary where the word “shall” was used in 
connection with these fundamental requirements. 

I notice, for instance, in the bill itself—and I have briefly counted 
them up—there are 6 cases where it is specified, 6 paragraphs where 














NEE 88 ee 





1237 


it is specified by the wording of the bill itself that “The amount pro- 
posed to be paid shall be for each of the facilities.” 

In no place in this bill, Mr. Chairman, is the wording used, directly 
or indirectly, as I have read it and studied and helped write it—in no 
place does this bill indicate that there shall be authority granted to 
the Commission to digress from the strict construction of this bill 
to the point where it had the right or the discretion to say to Shell or 
anyone else: You do not need to bid on each facility. Even though 
the bill says that, in section 7 (a) (4) you don’t need to do that. It 
doesn’t mean that. In our judgment, you can make a total bid, a total 
sum, without bidding on each facility.” 

I think as a matter of law—lI think not only as a matter of law 
but I think as a matter of congressional intent, the intent clearly was, 
and the basis of the bill is, that each facility should have been bid 
on in each case. 

Now, in the committee’s report—and of course the committee’s 
report also goes to the subject matter of showing the intent of Con- 
gress. I am trying to avoid getting into an argument with our 
busy, able lawyers, including our very able counsel, Mr. Courtney. 
But I do find, in order to make clear my position, that I must refer 
to his opinion given our distinguished chairman. 

Mr. Courtney, on page 4 of his worthy opinion, stated, in (b): 

It is to be noted that the legislative intent of this section, as stated in (h), 
House Report 593, accompanying Public Law 205—that report states that subse- 
tion (4) of section 7 (b) is “mechanical in nature.” 

But Mr. Courtney could well have included in that opinion to 
the chairman this paragraph of the report, on page 8—it is a com- 
panion paragraph, and we have to read the whole bill together—and 
I quote: 

Paragraph 3 of subsection 7 (b) is of extreme importance to both the Com- 
mission and the bidder, for it is on the basis of the information contained in the 
requirment that the Commission will be able to determine the competitive pat- 
tern that will be established in the industry— 
clearly making clear, Mr. Chairman and my colleagues, that the 
bidder had an interest in the manner in which this disposal was in- 
terpreted by the Disposal Commission, in addition to the Govern- 
ment. 

And I submit that every bidder who bid in this disposal program 
was an interested party and has a vital, substantial interest, not only 
as a bidder but as an American citizen. 

Now, take Mr. Courtney’s worthy opinion, subsection (2) on page 
4, section 7 (b) (4): 

It is well settled it is directory and not mandatory, upon the authority cited. 
It is a “procedural detail, mechanical in nature” and “not going to the substance 
of the thing to be done.” This section is for the guidance of public officials and 
the protection of the Government. 

And now notice this: “and grants no right to private citizens.” 

And I have just read paragraph 3, subsection ¢ (b), which shows 
that the bidders and the private citizens are interested parties in 
the manner in which this disposal is being conducted. 

Now, there is an angle in connection with the law on this matter 
which has not, I think, been touched upon in any of the arguments, 
and I feel it is incumbent to have the record speak pretty clearly. 
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My information as to certain cases shows very clearly that not 
only, Mr. Chairman, is the word “shall” used in this very sort of a 
case which we are discussing today and the last 2 or 3 days—not 
only is the word “shall” legally mandatory in its command but 
there is a clear-cut presumption of law that it is mandatory. And 
that is a continuing presumption. It is present. And I submit in 
this case, in these arguments by these brilliant lawyers on both sides, 
they have not shown any facts in my judgment which erase the con- 
tinuing presence of that present presumption which exists in a case 
such as we have before us today, substantially this sort of a condition. 

Now, I want to remind the chairman and you members of the 
committee that a presumption has the effect of evidence, as I recall 
it. And if that be true, the evidence then on top of the legal con- 
struction of the word “shall” is, in the present instance, that none 
of these brilliant lawyers have overcome the arguments that the 
facts in this case under these decisions which I will call your atten- 
tion to—that the presumption is that the word is mandatory, and 
that presumption has not been met. 

I read certain cases: Louisville & N. R. Co. v. Hammer (236 
Southwest 2d 971; 19 Calif. 366 and 368); Potter v. Richardson 
(238 Southwest 2d 672 and 675); the State Ew parte Boone Count 
Coal Corp. v. Davis (56 Southwest 2d 907 and 913) ; Swifz v. Smith 
(201 2d 609). 

I will not take time to read you more decisions, but there are many 
decisions to that effect. 

Now, let’s take the Commission’s very fine report. And even 
though I filed this resolution, as I have, I think it will assist in 
bringing all the facts to the surface. I certainly want to join in 
complimenting the Commission on the nature of its report and on the 
diligent, fine work it has done. 

But I call your attention to release No. 1 of the Commission, on 
November 25, 1953. I think you have heard it read in whole or in 
part before, but it is brief and I will read it: 

Proposals shall state the amount proposed to be paid for each of the facilities. 
Where a proposal contemplates acquisition of several facilities for integrated 
operation, it shall state separately the aggregate amount proposed to be paid 
for such facilities on such an integrated basis, and the amount otherwise pro- 
posed to be paid for each of the facilities in question on an individual basis. 

Now, it is significant, Mr. Chairman, that not only was that recited 
in release No. 1, on November 25, 1953, but the Disposal Commission 
carried substantially that same language over into release No. 2, on 
March 16, 1954. They carried that same requirement in their adver- 
tisements for proposals to bid. 

Now, if they didn’t feel, and if they were not legally advised by 
their counsel that it was necessary for bidders to bid on each facility, 
on each plant, why did they carry it over in both of their advertise- 
ments and give that information and that requirement for people 
that were proposing to bid or might be interested in bidding? And I 
submit to you in all good faith—and I don’t charge the Commission 
with any bad faith, believe me, or none of the bidders. I wouldn’t 
stoop to that. And I don’t. But I do contend with you that the Com- 
mission recognized right up until the last, right up until the time it 
began negotiating with Shell, about that date, this Commission recog- 
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nized that it was required under the statute which we passed to ask 
for bids on each of the facilities. 

And let me read again the notice release No. 2 of March 16, 1954. 
I quote: 


Proposals shall state the amount proposed to be bid for each of the facilities. 


And then it goes on and uses the same language it did in advertise- 
ment No, 1. 

Now, when did they change their opinion? I don’t know. But I 
do submit that the mere convenience of getting rid of the job is not 
sufficient justification for digressing from the strict and clear-cut 
requirements of the statute. 

And I want to go another step, Mr. Chairman. I want to say to 
you frankly and in utmost good faith and again without criticism of 
the Commission or of any bidder, that I don’t conceive of it ever 
being possible to digress from the fundamental requirements of law 
in order tomake money. And I don’t conceive of any justification for 
the Commission to accept the highest bid or the most convenient bid 
either as a matter of convenience to close their job or to make 5 or 
6 or 7 million dollars more than they would otherwise. I don’t 
look at this statute in that regard. 

I think we as American legislators are bound to require compliance 
with established law and with declared law. 

Now, of course, I say that on the basis that I believe the law is what 
I have said it is. 

Again I want to repeat, and I do it because Mr. Pettibone, a ve 
estimable gentleman, in the last paragraph of his fine statement, his 
last supplemental statement—and I don’t have it right here before 
me now, but Mr. Pettibone, in the last paragraph of his statement, 
the supplemental statement, I read to mean that in one way or another 
the factor of convenience, the factor of closing out the sales, was one 
of the factors that indirectly at least entered into the sale to Shell. 

Now, one closing remark. And I have sat here through the sessions 
involving this sale. I think I have been here every minute of every 
hearing; because I was on that subcommittee and I wanted to learn 
all I could and see that our bill was complied with to the utmost. 

But I don’t know, Mr. Chairman, that in this hearing it has ever 
been shown yet that the Disposal Commission ever notified all of the 
bidders of the Lost Angeles three plants of their decision that they 
would consider legal a bid for just one total sum. I don’t think I 
have heard that testimony here by any of the gentlemen. I am sure 
I haven’t heard it. But I put it that way, Mr. Chairman, because I 
take it right at this point that if—that I submit that when the Com- 
mission came to the decision, whenever that was, that they felt justi- 
fied in accepting the Shell bid, in the total sum, instead of requiring 
the Shell to bid on each plant or facility, then it was their legal and 
their moral obligation to notify all the other bidders that they, too, 
were not required to bid on each facility but could make one total bid. 
And I say that because all the other bidders bid on each facility as 
well as a total bid. 

Those, briefly, are my comments at this late hour today. And I 
could well, I think, say some other things, if I had more time. But 
I submit that the proposed disposal to the Shell Co. has not complied 
substantially or strictly or with the intent of the bill itself, and for 
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that reason I filed House Resolution 171, believing that to have done 
less would have been doing less than my conscientious duty toward 
my country. 

The Cuarrman. I thank you very much. 

Wait 1 minute, Mr. Doyle. 

Now, of course—it is only 4 o’clock. The committee will be pleased 
to have you continue as long as you desire to do so. We don’t want 
to have it said that any of our colleagues had to cut his statement short 
due to the lateness of the hour. We want to give you ample oppor- 
tunity. We want to take time tomorrow morning or this afternoon. 
We want you to be assured that we are not going to deny you or any 
other member of the committee full opportunity to present his views. 

Now, I would like to ask you—now, you introduced this Resolution 
171. What is the effect of the resolution? Now, will you explain to 
the committee the effect of the resolution? Does it mean by the reso- 
lution that the other disposals are approved and the effect of the 
resolution is, as it says, to disapprove those in California, the styrene, 
butadiene, and copolymer plants? 

Mr. Dorie. Well, again I am not going to undertake to be the quali- 
fied Attorney General of the United States, in interpreting that por- 
tion of this act, but I do say that my resolution follows the language. 

The Carman. I understand that. 

Mr. Doyte. Set forth in the bill itself. 

The Crarrman. All I want to know—then the effect of your reso- 
lution is the position that you approve all of the sales except those 
referred to in the resolution; is that it? 

Mr. Doytx. Well, I am not making that statement at this time, Mr. 
Chairman. I am taking no position on the total sales yet. 

The Cuarrman. All right. 

Now, let’s put it this way: Assume your resolution passes, assuming 
the Congress.or the House approves your resolution, what is the 
effect and what has been accomplished as a result of it? Then these 
three plants would not be sold; isn’t that correct ? 

Mr. Dortx. Well, they wouldn’t be sold at this particular moment. 

The Cuairman. Wait 1 minute. Now, they would not be sold in 
accordance with the other sales? 

Mr. Doytez. I think that is true. 

The Cuarrman. All right. 

Now, what does the law say happens when any plant is not sold? 
The law says, does it not, written in the statute very plainly, that the 
termination date is the 30th day of May—— 

Mr. Buanprorp. April. 

The Cuatrman. The 30th day of April. 

Mr. Dorie. That is provided in section——- 

The Cratrman. They stand in standby condition for a period of 
3 years; do they not? 

Mr. Doyte. That is provided in section 20 of the bill. 

The Cuairman. That is provided in section 8 (a) of the bill. It 
provides that if one of these places is not sold, it stands in standby 
and can’t be operated by the Government for a period of 3 years. 
Doesn’t that happen ? 

Mr. Doyte. I think that is—— 

The Cuatrman. Then, as I interpret your resolution, assuming the 
committee and the House approves your resolution, it simply means 
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that the 3 plants in California, the package plants, stand idle in 
accordance with the law for a period of 3 years. 

Mr. Dore. Well, of course that might be the practical result, unless 
another measure was promptly provided so that that sale could be 
consummated promptly and not have to wait 

The Cuamman. Oh, yes. Congress could act. But as far as the 
law is concerned today, when the Congress adopts your resolution, 
then it says these plants have not been sold and therefore the law is 
that they having failed to be disposed of by the Congress—some of 
them having been disposed of—they stand idle for 3 years. 

Mr. Doytx. Well, I would say this, Mr. Chairman. I want to repeat 
it. Granting that it may be a matter of inconvenience—— 

The Cuarrman. A matter of what? 

Mr. Doyte. Granting that it may result in inconvenience—I mean 
if my resolution is considered sound and is adopted and therefore there 
is no sale of these three plants, if that be the result, then, as you say, 
Congress could promptly act so that there would be a disposal. 

The Cuairman. I don’t know whether Congress could or not. Pass- 
ing laws is no everyday business. 

Mr. Dorie. Well, but it doesn’t take us very long to pass some laws 
in the public interest. I have seen it done in a very few minutes, as 
a matter of fact, under your guidance on the floor of the House. 
| Laughter. | 

It 1s a well-known fact that it doesn’t take very long for some bills 
from this committee under the guidance our our distinguished chair- 
man to clear the floor, and by unanimous votes, and sometimes with 
only one vote against them. 

But I want to repeat, Mr. Chairman—and I do it very sincerely and 
earnestly—that I don’t think inconvenience, I don’t think that any 
measure of inconvenience nor any measure of losing money justifies 
moving in contravention of an established law, if that be the case. 

The CHarrman. Well 

Mr.Doyte. In other words, I think this: If we lose several million 
dollars and if we suffer inconvenience, it is better to lose the money 
and it is better to have the inconvenience and the delay than it is to 
Bo contrary to an established principle of law established by public 

aw. 

The CuHarrman. I am merely pointing out what would happen if 
the Congress adopts your resolution; that these plants stand in stand- 
by condition. Then the small-business people will have less GR-S 
than they would have if they were in operation. 

Mr. Doyze. For a temporary period only. 

The CHatrmMan. Well, as far as the law is concerned, for 3 years. 
That is not temporary, the way I think. 

Now, thank you, very much, Mr. Doyle. 

Now, members of the committee, I tried to conduct an orderly, intel- 
ligent hearing on this matter. We have to reach a decision on it. 
Under the rules of the House, and under the law, we have to report 
back within 10 days. 

Now, 10 days will be up on Saturday. And the 25th is the dead- 
line. So I am going to ask the committee to vote tomorrow morning 
on both of these resolutions. 

Under the law, both have to be voted on. The one cannot be dis- 
posed of without the other, but there must be a rollcall vote on both 
of these resolutions. 
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Wait 1 minute. And I have agreed to set this down on the floor of 
the House, and being privileged, I will call these two resolutions up 
on Tuesday morning at 12 o’clock. 

Mr. Mitier. Mr. Chairman 

The Cuarrman. Everybody be here tomorrow morning at 10 o’clock. 
And send out notices to all the members. If they are out of town, send 
them telegrams. Send out notices that we are going to have a vote on 
these two resolutions tomorrow morning at 10 o’clock. 

Mr. Miuiter. Mr. Chairman. 

The CHarrman. Yes, sir. 

Mr. Miuter. We will have opportunity to argue these resolutions 
among ourselves tomorrow morning? 

The Cnarrman. Oh, yes, of course. 

Mr. Brianprorp. Mr. Chairman, I ask permission to file a telegram 
received from George J. Burger, Nationa) Federation of Independent 
Business. 

The Cuatrman. Put it in the record. 

(The telegram is as follows :) 





Hon. Cart VINSON, 
Chairman, House Armed Services Committee, 
Room 313, Old House Office Building:, 


In lieu of appearance before your committee now considering the disposal of 
Government-owned synthetic rubber plants, will you kindly read this statement 
into the record of the hearing and have it made a part of the permanent record? 
The National Federation of Independent Business on direct nationwide vote of 
its members time and again is committed to support all action to get the Gov- 
ernment out of business in competition with private industry. However, with 
respect to this particular action the Government operation has never been in 
competition with private industry namely in the overall production of synthetic 
rubber. The Government only moved in during the critical days of World War 
II, and through the action of the Government established definitely the produc- 
tive satisfactory use of synthetic rubber. We believe in view of this that the 
Congress should move very cautiously from a national security standpoint before 
releasing these plants to private industry. We again repeat the Congress should 
move very cautiously. The writer has been an independent member of the rubber 
industry for close to 50 years and is well acquainted with the actions of certain 
big interests in that industry to monopolize all segments of that industry. The 
Congress should be very careful of no squeeze play taking place which would 
bring about no real competition in the sale of synthetic versus crude rubber. 
If this should happen the public would be the victim of unfair practices. Who 
is going to control the distribution of synthetic rubber should the plants be sold 
to private industry to see that small factors in that industry will, at all times, 
get their equal share of synthetic rubber at the same price as the larger factors 
in the industry? Small business is concerned, and rightfully so, as to whether 
so-called cartels or international price fixing on crude rubber will be utilized 
by private industry if they should become owners of the Government plants. 
This could happen unless proper safeguards are initiated by congressional action. 
Due to the splendid results obtained through the Government owned and operated 
synthetic rubber plants, the Government should continue its control of synthetic 
rubber insofar as research and development is concerned so that all factors in 
the industry may have the advantage of any progress made in these develop- 
ments. This would be a very definite protection to the Nation as a whole and 
to small factors in the rubber industry. Our first interest is national security, 
and secondly, for small business of this Nation. 

GEORGE J. BURGER, 
Vice President, National Federation of Independent Business, 740 Wash- 
ington Building, Washington, D. C. 


The CuatrMan. We will meet in open session. 
(Whereupon, at 4:20 p. m., the committee adjourned until Wed- 
nesday, March 16, 1955, at 10 a. m.) 


————E 




















